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STATEMENT OF THE CHAIRMAN 


In accordance with section 708 (e) of the Defense Production Act 
of 1950, the Attorney General has submitted reports dated November 
9, 1955, and February 9, 1956, and a supplementary report dated 
February 20, 1956. These reports are concerned primarily with 
the review by the Attorney General of the voluntary agreement 
program under section 708 of the Defense Production Act, as required 
by tue Defense Production Act Amendments of 1955. In addition, 
the report of February 9, 1956, contains a report on tax-amortization 
certificates in the petroleum industry. 

These reports, together with my correspondence with the Attorney 
General on the subject of the responsibilities of the Attorney General 
with respect to these voluntary agreements, are of importance to the 
committee and to the Senate in its consideration of the activities under 
the Defense Production Act, and any possible renewal of that act. 

J. W. Fuusricut, Chairman. 
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REPORT OF THE ATTORNEY GENERAL PURSUANT TO 
SECTION 708 (E) OF PUBLIC LAW 774, 81ST CONGRESS, 


AS AMENDED 
NovEMBER 9, 1955. 
To the President of the United States of America and the Senate and 
House of Representatives of the United States of America in 
Congress assembled: 
I have the honor to submit a report under section 708 (e) of the 
Defense Production Act of 1950, as amended. By that provision— 
The Attorney General is directed to make * * * surveys for the purpose of 
determining any factors which may tend to eliminate competition, create or 
strengthen monopolies, injure small business, or otherwise promote undue con- 
centration of economic power in the course of the administration of this Act. 
Such surveys, and the reports hereafter required, shall include studies of the vol- 
untary agreements and programs authorized by this section. The Attorney Gen- 
eral shall submit to the Congress and the President within 90 days after the ap- 
proval of this Act, and at least once every three months, reports setting forth the 
results of such surveys and including such recommendations as he may deem 
desirable. 


Further, specifying that this Department’s first report cover voluntary 
agreements or programs exempt from antitrust, section 708 (b) 
provides: 

The Attorney General shall review each of the voluntary agreements and pro- 
grams covered by this section, and the activities being carried on thereunder, and, 
if he finds, after such review and after consultation with the Director of the Office 
of Defense Mobilization and other interested agencies, that the adverse effects 
of any such agreement or program on the competitive free-enterprise system out- 
weigh the benefits of the agreement or program to the national defense, he shall 
withdraw his approval in accordance with subsection (d) of this section. This 
review and determination shall be made within ninety days after the enactment of 
the Defense Production Act Amendments of 1955. 


In accord with this direction, this report: (1) Summarizes this 
Department’s procedures, prior to the 1955 DPA amendments, for 
minimizing anticompetitive effects of voluntary agreements or pro- 
grams under DPA section 708 (b); (2) lists, by date, all voluntary 
agreements submitted for approval and then explains their present 
status; (3) describes this Department’s review, required by new section 
708 (b), of outstanding voluntary agreements; (4) reviews the means 
used to terminate certain voluntary agreements; and (5) discusses 
specially two voluntary agreements continued pending a more complete 
investigation. For orderly presentation, appendixes have been used 
to describe briefly each voluntary agreement not detailed in the body 
of this report. 





{. Tats DeparrmMent’s Procepures, Prior To THE 1955 DPA 
AMENDMENTS, Rr VoLUNTARY AGREEMENTS OR PRroGRAMS UNDER 
SEcTION 708 (B) 


DPA section 708 (b) and (c) provide, in part: 


No act or omission to act pursuant to this Act which occurs while this Act is in 
effect, if requested by the President pursuant to a voluntary agreement or program 
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approved under subsection (a) and found by the President to be in the public 
interest as contributing to the national defense shall be construed to be within the 
prohibition of the antitrust laws or the Federal Trade Commission Act of the 
United States. * * * 

The authority granted in subsection (b) shall be delegated only (1) to officials 
who shall for the purpose of such delegation be required to be appointed by the 
President by and with the advice and consent of the Senate, unless otherwise 
required to be so appointed, and (2) upon the condition that such officials consult 
with the Attorney General and with the Chairman of the Federal Trade Commis- 
sion not less than ten days before making any request or finding thereunder, and 
(3) upon the condition that such officials obtain the approval of the Attorney 
General to any request thereunder before making the request. For the purpose 
of carrying out the objectives of title I of this Act, the authority granted in 
subsection (b) of this section shall not be delegated except to a single official of the 
Government. 


Amplifying the Attorney General’s obligations under this provision, 
the report of the Senate Committee considering the Defense Produc- 
tion Act,’ explained: 


In order to protect those who are willing to undertake these voluntary pro- 
grams and agreements from suffering penalties under these laws and equally 
important in order to insure that these voluntary agreements and programs are so 
conducted as to reduce to the minimum the danger that serious and permanent harm 
to our free competitive enterprise will result from these cooperative efforts provisions 
have been included providing for exemptions from the antitrust laws and Federal 
Trade Commission Act for actions taken at the request of the President in order 
to promote the national defense. Your committee recognizes the dangers inherent 
in these programs and urges that the greatest of care be exercised in carrying them 
out. * * * [Emphasis added.] 


In accord with this congressional intent, this Department, as Assist- 
ant Attorney General Barnes explained before the Senate Banking and 
Currency Committee considering the 1955 Defense Production Act 
amendments, has worked out set procedures: 


Granting such approvals, this Attorney General, like his predecessors apparently 
without exception, determines only that any agreement or program which ODM 
deems our defense requires is formulated and is carried out in that manner least 
detrimental to competition. 

Thus, to our view, present law does not direct the Attorney General to go 
behind OD M’s finding of defense necessity. With this congressionally intended 
role for the Attorney General in mind, all agreements submitted to this Depart- 
ment have been approved. 

These approvals are the end result of a self-set informal procedure. Thus, a 
tentative draft of the proposed voluntary agreement is generally informally 
submitted to the Federal Trade Commission and the Attorney General. Then 
follows a conference between members of the Antitrust Division staff and repre- 
sentatives of the agency proposing the voluntary agreement. 

And I might say the particular work in our Antitrust Division is delegated to 
a specific division that has experience in these matters and handles them all with 
uniformity. * * * 

This conference aims to insure the tentative draft meets, on the one hand, the 
needs of national defense and, on the other, considerations of antitrust policy. 
From these conferences a draft emerges which is formally submitted by the 
President’s delegate to the Attorney General. As a result of this informal pro- 
cedure, formal submission and approval requires a minimum of redrafting and 
explanation. 

Further, the Department of Justice is of course interested in holding to a 
minimum immunities outstanding under the act. By this I mean immunities 
should be promptly withdrawn—if and when the appropriate Government agency 
determines any agreement is no longer necessary to effectuate defense objectives. 





S. Rep. No. 2250, 81st Cong., 2d sess., to accompany S. 3936 (the Defense Production Act of 1950). 
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Participants in these voluntary agreements may be competitors in 

their everyday business affairs as “well as in seeking Government 

contracts. Thus we have insisted, unless exceptional circumstances 

iustify a change, upon certain safeguards in all plans (other than 

small-business “production pools which have different safeguards). 

These required standards seek to minimize anticompetitive con- 

sequences that joint activities, required by defense, might encourage. 
hese safeguards embrace the fo llowing provisions: 

That the chairman and secretary of each committee and sub- 
committee be full-time Government employees (commissioned officers 
of the armed services meet this requirement); 

2. That full and complete minutes be kept of each meeting of a 
committee or subcommittee, such minutes to be open for inspection 
by this office; 

3. That all committees and subcommittees meet only upon the call 
of the chairman; 

4. That the agenda for each meeting be prepared by the Government 
and be included with each notification of committee meetings; 

That final determination of action to be taken be made solely by 
Government representatives ; and 

That each committee be terminated upon expiration of its statu- 
tory authority or upon withdrawal of request to participate made by 
the President’s delegate. 

As a result of these conferences, a revised draft is then prepared and 
is formally submitted by the President’s delegate to the Attorney 
General for approval. By this procedure, the formal submission and 
approval require only a minimum of redrafting and explanation. 


Il. VotunTARY AGREEMENTS APPROVED UNDER THE AcT 


Following these procedures since enactment of the 1950 Defense 
Production Act, 77 voluntary agreements or ‘“‘pools’”’ have been ap- 
proved by the Attorney General.? Of this number, 31 were Army 
integration committees, 5 Air Force production committees, 12 mis- 
cellaneous agreements, and 29 small-business production pools. 

Of these 77 programs, some 50 no longer operate; accordingly, for 
30 of these 50, antitrust immunity has heretofore been Pisce ocak d for 
15 more, immunity is hereby withdrawn, and for the final 5 (Army 
integration committees) now in the process of deactivation, immunity 
will soon be withdrawn.’ There then remain approved by the Attor- 
ney General and in active operation, 18 Army integration committees, 

Air Force production committees, 3 miscellaneous agreements, and 
4 production pools. 

A tabulation of all 77 agreements (listed in the order received from 
the sponsoring agency) showing the date of approval, the present 
status of each, and an appe ndix reference for a further detailed de- 
scription, follows: 


2 Of these 77, 3 are small-business production pools approved pursuant to sec. 714 of the Small Business 
Act. Though this report is required to cover only programs under the Defense Production Act, for the 
sake of completeness, the 3 programs approved under the SBA are also treated. Thus, throughout, this 
report refers to 77 programs. 

3 See pt. IV, infra. 


73002-—56———-2 
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Army integration committees 


| Appen- 
dix 
refer- 
ence 


Date approved 
Name | by Attorney Present status 
| General 


Optical Fire Control esol Feb. 5,1951 | Withdrawn Dec. 29, 1953 

Medium and Heavy Gun Tanks 653i Aug. 7,1951 | Active Kes teed detain dated | 

Light Gun Tanks . ae a July 16, 1951 do : waa 

Heavy Tactical Trucks ; Nov. 65,1951 do ee: ioe 

Small Arms Ammunition (except 20 mm.) -_---- Oct. 2, 1951 do with sal 

Light and Medium Tactical Trucks : | Nov. 45,1951 do . ; | J 

Tracks for Track-Laying Vehicles Lobe .-} Aug. 17,1951 do 

3.5-inch Rocket ; : Aug , 1951 do 

M. 34 Modification Kit-_--- a Aug. 23,1951 | Withdrawn July 23, 1953 

M. 48 Type Fuzes : Oct 2,1951 | Being deactivated -_- 

4.2-inch Mortar Shell Sept. 26, 1951 do 

Artillery Mechanical Time Fuzes do Active 

M21A4 Boosters . Spares do Being deactivated 

Cartridge Cases__- : ; Oct. 11,1951 | Active pe 

Conventional Artillery and Mortar Shell Nov. 9, 1951 do a 

Hydrogen Thyratron Tubes Apr 7, 1952 | Withdrawn Mar, 14, 1955 

Shell Loading Lébuckbetuctesatbewaee Dec. 13,1951 | Withdrawn July 8, 1953 

50-Caliber Machine Guns elise ect ag Jan, 38,1952 | Withdrawn July 16, 1953 

V. TT. Pempee. cn onc... 1...1.c)sam, SERS | Wrtadrawn Bay 6, 1068 

Cast Armor for Track-Laying Vehicles... Mar. 7,1952 | Active 

20-M M. Cartridge Cases | Mar. 24,1952 | Being deactivated- 

20-M M. Projectors and Fuses--- 4 Mar. 21, 1952 | do 

United States Rifles Caliber 30 M-1 | June 3,1952 | Withdrawn July 16, 1953 __ 

20-MM. Automatic Aircraft June 11,1952 | Withdrawn Sept. 19, 1953 

Propellants and Explosives June 18,1953 | Active. 

Burster Casings : June 23, 1953 do 

Ammunition Loading | July 15, 1953 do 

Critical Quartz Crystal Units_- | July 6, 1954 do 

Military Pyrotechniques Sept. 10, 1954 do.. 

Fin Stabilized Artillery Ammunition and M-31 | Dee. 3, 1954 do... 
(T37) Rifle Grenade. 

Army Aircraft and Maintenance-_- Aug. 17, 1955 do 


Air Force production committees 





be approved 
by Attorney 
General 


B-47 Production Committee _- ; | June 28,1951 | Active ‘ 

J-47 Production Committee | Dec. 7, 1951 | Withdrawn Sept. 10, 1955 
N-9 Gun Camera Production Committee. - | Dee. 21,1951 | Withdrawn Nov. 27, 1953 
F-84 Production Committee___--_----- = Mar, 24, 1954 | Withdrawn Sept. 10, 1955 
J-57 Production Committee ac atiamin alti ----} Oct 6, 1955 | Active : 


Miscellaneous agreements 


| ase 

Date approved| 

by Attorney | Present’status 
General 





Stabilization of steel prices__--_--- 17,1951 | Withdrawn Mar. 17, 1953 
Classified agreement sponsored by Jan. 19,1951 | Active- 
Contribution of tanker capacity Jan. 23,1951 |- aa rey 
Voluntary credit restraint | Mar. 9,1951 | Withdrawn May 5, 1952. ._---- 
Supply of petroleum to friendly foreign nations. -| June 26, 1951 Withdrawn May 2, 1963. sunt 
Plan of action No. 1 (under petroleum agreement | Aug. 2,1!951 | Withdrawn Sept. 6, 1952 
above). 
Defense Warehousemen’s Association of Chicago.| Mar. 21,1952 | Withdrawn Feb. 17, 1954 
Saving of ere by Boston newspapers Sept. 21,1951 | Withdrawn July 31, 1952 
Defense Warehousemen’s Association of New | May 23,1952 | Withdrawn Feb. 25, 1954 
York. 
Heating oil supply to east coast | Feb, 15,1952 | Expired Apr. 30, 1952: with- | B 
| drawn Sept. 6, 1952. 
Defense Warehousemen’s Association of Phila- | May 27,1952 | Withdrawn Apr. 25, 1955 
delphia. 
Foreign petroleum supply June 1, 1953 
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Production pools 








Liste approved agpes 
Name | by Attorney Present status re seed. 
| General 
| j ence 
} 
YS ae ae: eee : or. 26, 1951 Disapproved -- -- Ea | B20 
Coordinated Manufacturers of Santa Clara May 29,1951 | Dissolved Aug. 26, 1955_.......| B 14. 
County, Ine. | 
Peoria Consolidated Manufacturers, Ine.........| July 10, 1951 In bankruptcy : B 14. 
Greater New York manufacturing pool. .._.-.-- June 25,1951 | Disapproved ; ia | B 20, 
Central California War Industries, Ine._.__- | July 31,1951 | Dissolved Aug. 26, 1955_..._.. | Bl, 
Mil-Fin, Ine_. ...-.---| Feb. 28, 1952 | Dissolved Sept. 13, 1054 i B l4. 
Illinois Manufacturers Defense Pool, Inc.-.-----| Nov. 23, 1951 | Disapetowed ee 
Specified Finishes, Inc. cv eentennne ese ..| Feb. 12, 1982 | ee B 20 
Dade County Industries, Inc. __------.--.-----.- j Jan. 15, 1952 |_.... MDiianie 7 ...} B 20. 
Small Manufacturers Cooperative...............| Jam. 29, 1952 - aon iene 
Florida Wood Cooperative_- | Feb. 19,1952 | Dissolved Apr. 4, 1955...______| B 14. 
C oponidated Industries Defense Production Apr. 10, 1952 Dissolved Mar. 11, 1955_...-.-. | Bid, 
Pool, Ine | 
Engravers production group of New York- -- al Apr. 9,1952 | Dissolved Sept. 1, 1955_. -.- | B14. 
Woodworking defense production pool of New | Apr. 11,1952 | Dissolved Sept. 2, 1955_.......| B 14, 
York area. | 
Metal Products Co., production pool. .........-- | June 11,1952 | Disapproved...........-..... B 21, 
General Tire Production Pool, Inc_.........--. ...| Aug. 15,1952 | Active Beek cence A ®, 
National production pool---.........-.---------- Sept. 18,1952 | Disapprov pists dn ee war: 
Tri-State Defense Industries, Inc_--.-------.-.-- | Oct. 15,1952 |_.--- do Pee --| B 21. 
MGRRND OE At cade ...--| Nov. 19, 1952 |_..-- MEA dee’ di nsecewsete<aeuy ae 
Burlington a a eee ee PS) 
Wisconsin Manufacturers Defense Pool, Inc.____| Nov. 19, 1952 |- do caanincaal ams 
Small Plants Associates of Philadelphia. iia | Dec, 29,1952 | Dissolved Mar. 18, 1955.......| B 14. 
Gulf coast production pool !_..........-.-.------- | Aug. 4,1953 | Disapproved__...........--. B 21. 
Federated Facilities, Ine__................------ May 22,1953 |____. do Jadh nkbedvest aan. 
Albuquerque Production Pool, Inc-- ---------| May 21,1953 | Dissolved Sept. : 2, 1955 atten als 
Allied Specialties Co... .........-...--.---------- ee SE Ne oo ccdcuckuuacackeos | A 2 
Wyoming Valley Manufacturers Pool, Inc.!____.- Nr NN 1 ON cidade nein dédb ati ..| A 2. 
United Western Manufacturers, Inc._...-.-.---- July 31, 1953 Disapproved ein set ie eal 
Allied Construction Contractors !___......--.._-- Feb. 26,1004 | Active. ............... i _..| A. 
| 


1 Approved under sec. 714 of the Small Business Act of 1953. 


III. THost Programs Whuicn, Arrer THat Review AMENDED 
Section 708 (b) Requtres, Stirnn Remain ImmMuNE From AntTI- 
TRUST 


Section 708 (b) of the Defense Production Act, as amended in 1955, 
requires the Attorney General’s review of the 47 programs for which 
immunity had not been withdrawn prior to this report. That provi- 
sion, in relevant part, directs that: 

The Attorney General shall review each of the voluntary agreements or pro- 
grams covered by this section, and the activities being carried on thereunder, and, 
if he finds, after such review and after consultation with the Director of the Office 
of Defense Mobilization and other interested agencies that the adverse effects of 
any such agreement or program on the competitive free enterprise system out- 
weigh the benefits of the agreement or program to the national defense, he shall 
withdraw his approval in accordance with subsection (d) of this section. This 
review and determination shall be made within ninety days after the enactment 
of the Defense Production Act Amendments of 1955. 

That provision sets for this Department a task different in scope 
from that required by section 708 (c). Under section 708 (c), as this 
Department explained to Congress and this report repeats, we ac- 
cepted the President’s delegate’s finding of the defense need for any 
particular program. Our task previously has been to insure that this 
defense goal was accomplished with minimum anticompetitive con- 
sequences. Against the background of our explanation of this 
procedure, Congress in no way altered the Attorney General’s obliga- 
tions under 708 (c)’s approval processes. Accordingly, it seems clear, 
Congress intended no change in our procedures for approval under 
section 708 (c). 
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Section 708 (b)’s survey requirements as to presently outstanding 
voluntary agreements or programs, in sharp contrast, require the 
Attorney General to determine whether any programs’ “adverse 
effects * * * under the competitive free-enterprise system outweigh 
the benefits * * * to the national defense.’’ Thus imposed for the 
first time on the Attorney General is the obligation to weigh com- 
peting defense and antitrust considerations. This requirement, I 
emphasize, involves the valuation of defense needs not within the 
special competence of the Attorney General. For that reason, this 
report details at some length the steps this Department has taken to 
fulfill its survey obligations. Beyond that, it explains why this 
Department has been unable to complete that exhaustive review of 2 
agreements which the public importance of our task requires within 
the allotted 90-day period. On these two agreements, this report 
explains, this Department will report to Congress at the earliest 
possible moment. 

As new section 708 (b) requires, my staff has consulted with repre- 
sentatives of the Office of Defense Mobilization and of the various 
agencies which have initiated voluntary agreements under section 708. 
We have also asked for and received from the sponsoring agencies an 
account of the past performances of the committees or the participants 
operating under these agreements. As to those agreements which the 
sponsors believe should continue in force, we have requested and 
received evaluations by the sponsors and others as to the proposed 
missions yet to be accomplished by these committees and their 
potential importance to the national defense. We have also evaluated, 
insofar as possible, any anticompetitive effects continuation of these 
agreements might have. 

As a result of this review, I have concluded that antitrust immunity 
for the following programs, detailed in attached appendix A, should be 
continued because the continuing contributions to our national defense 
to be expected from these agreements or committees outweigh their 
possible deleterious effects upon the competitive free-enterprise system. 

Generally speaking, these voluntary agreements and committees 
can be readily classified, and are herein only discussed according to 
certain well-defined types.* 

1. Integration committees 

Integration committees, as the name implies, call for the exchange of 
technical know-how, patents and patent rights and industrial experi- 
ence between all contractor-members of the committees. Common to 
all Army integration committees is the problem of obtaining adequate 
quantities of the latest models of military equipment with speed, 
economy and uniformity. Paramount in most of these committees 
is the logistics necessity of interchangeability. As an example: 
Cartridges for the M1 rifle must fit that rifle despite the differences in 
plants, machine tools and production techniques in the various fac- 
tories producing the cartridges. Less obvious, but of almost equal 
importance, is the necessity for providing for standardization of tools 


‘ For a further discussion of each committee, reference is made to appendix A which briefly describes all 
agreements or committees continued in effect, and to appendix B which summarizes those no longer in 
effect. Since such factors as production speed and volume, uniformity, interchangeability, improvement of 
design and economy are procurement problems common to the mobilization stages of all modern military 
material (and these are frequently aggravated by raw material and machine-tool shortages) we have tried in 
the appendixes to limit the description to those factors particularly distinguishing each committee. 
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and maintenance equipment for Army aircraft used at advance Army 
bases. 

All integration committees described in appendix A (1) have per- 
formed in commendable manner the programs devised for them 
However, at the present time, a number of these integration commit- 
tees have, through production cutbacks, reached the point where only 
one contractor-member currently has a prime producing contract 
Determination of whether immunity for such an integration com- 
mittee should be continued turns on the contributions reasonably to 
be expected from the know-how and technical experience of contractors 
who, although presently without a contract, may become prime 
contractors when greater production is required. 

Prior to the 1955 DPA amendments, the Department contended 
standby contractors should not be included. We felt that useful 
technical information from producing contractors might be distributed 
amongst potential contractors by the Army itself, and that the armed 
services could always entertain suggestions and problems from their 
contractors and potential contractors on an individual basis without 
the necessity of immunity from the antitrust laws. Granting im- 
munity to exchanges of information between competitors, who might 
at some indefinite date, if ever, become contractors to the Department 
of Defense, we felt was unnecessary and miglit restrain competition 
between such competitors as well as give to them a competitive 
advantage over other members of the same industry who were not 
members of the committee. 

In thet Department of Justice position the 1955 DPA amendments 


require some change. Thus the DPA preamble, by new language, 
now refers to the necessity for ‘the development of preparedness 
programs” as well as the expansion of productive capacity. And 
section 708 of the act, bv new language, now permits the exchange of 


se 


information between “actual or prospective contractors’ of military 
equipment. 

This statutory change may well reflect a corresponding shift in pro- 
curement policy. This policy now aims, not only to stockpile weapons 
and supplies, but also to stockpile productive capacity to effectively 
provide these weapons and supplies in case of emergency. For this 
reason the Department of Defense firmly believes, and I concur, that it 
is essential for present producers of curtailed items, or those producing 
experimental models of Army necessities, to keep potential producers 
advised as to new-production techniques, improvements, know-how 
and other recurring problems. The Department of Defense also 
strongly believes that these potential producers should be at liberty 
to present their problems and make suggestions to actual producers 
and to the Army, and that this can be accomplished most efficiently 
through integration committees including standby producers. 

Against this background, I have attempted to devise procedures to 
achieve this defense end and, at the same time, assure added antitrust 
safeguards. Thus, my staff has discussed with Army representatives 
the possibility of opening all such committee memberships to all 
interested firms which the Army considers, within certain well-defined 
limits and according to criteria and security safeguards to be agreed 
upon, may be capable of contributing additional production or per- 
tinent technology in the future. We expect to reach an accord with 
the Army as to these criteria in the near future. I have agreed to 
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continuation of certain of these integration committees principally on 
this basis. We have also recognized that most items of military equip- 
ment involved in these integration committees have no civilian coun- 
terpart; thus minimized is the possibility that members of these 
committees may obtain a competitive advantage over nonmembers. 
In any event, our aim is that, by expanding membership to all quali- 
fied potential producers, no firm reasonably qualified can complain 
that technical knowledge has been given to his competitors, and 
withheld from him to his disadvantage, by a Government-sponsored 
integration committee. 


2. Production committees 


The production committees sponsored by the Air Force are distinct 
from the Army integration committees. In a production committee a 
single concern has been given the responsibility of designing and 
developing an engine, an aircraft or other Air Force equipment. The 
Air Force has concluded from past experience that this sole source 
should be supplemented by others. Supplemental sources then must 
acquire technical indoctrination in the production of the article as 
speedily as possible. Supplemental producers must also be kept 
abreast of any improvements or changes in specifications. Finally, 
any desirable alterations conceived by a supplemental source should 
be incorporated in the product of the original producer and of the 
other supplemental manufacturers. Here, again, interchangeability 
and standardization of parts and components is a military necessity. 

Although the reason for formation distinguishes production com- 
mittees from integration committees, their operations are very similar. 
Accordingly, antitrust safeguards required are generally identical. 
It was anticipated by the Air Force, however, that as a matter of 
practical operation when a technical representative of one manu- 
facturer was temporarily occupying an office in the plant of another 
manufacturer for the purpose of indoctrination, it would probably be 
more expeditious that discussions of minor problems take place in 
the absence of a Government chairman. This contingency was pro- 
vided for in the agreement. However, a provision was incorporated in 
each committee plan whereby no action could be taken pursuant to 
such a discussion without obtaining prior approval of the committee 
or pertinent subcommittee. 

The two production committees briefly summarized in appendix A 
have been discussed at length, by correspondence and through con- 
ferences, with representatives of the Air Force and the Office of 
Defense Mobilization. On the basis of this correspondence and dis- 
cussions, this Department has concluded that. the probable. future 
contributions to the national preparedness program of the two remain- 
ing committees outweigh their possible deleterious effect upon our 
competitive free-enterprise system. 


3. Miscellaneous agreements 


Those programs which do not fall within the classifications of inte- 
gration committees, production committees, or small business produc- 
tion pools have been grouped together as miscellaneous agreements. 
In general, these agreements were initiated by various Government 
agencies to obtain cooperative activity from groups of competitors to 
deal with a particular defense emergency problem, often of a non- 
military nature. Most of the voluntary agreements under this classi- 
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fication have been withdrawn with the alleviation of the pertinent 
emergency. (See appendix B.) Three of these agreements remain 
in effect: the justification for the continuation of 1 of which is set 
forth, within security limitations, in appendix A; the other 2 are 
particularly discussed in part V of this report. 


4. Production pools 


Small-business production pools aim to enable groups of small-busi- 
ness concerns, unable to secure defense contracts individually, to pool 
their resources, and by their combined potential seek to obtain and 
perform defense contracts. It was felt that the public interest would 
be well served by aiding small-business concerns, and by making 
available to the patient defense the productive capacity of these 
plants. In practice, however, as was related in Report of the Attorney 
General Pursuant to Section 708 (e) of Public Law 774, 81st Congress, 
to the President and the Congress, dated April 8, 1954, small-business 
production pools have had very little success in obtaining contracts. 

Consultations have recently been held with representatives of the 
Small Business Administration. They have reported that only three 
of the small-business production pools have been active during the 
past year in attempting to obtain contracts. The Administrator of 
the Small Business Administration has asked that special considera- 
tion, in determining whether to continue approval, be given to these 
3 and to 1 other for which the Small Business Administration antici- 
pates success in the near future. 

It is considered unnecessary to discuss in detail the accomplishments 
of these pools due to their limited activity. However, reference is 
made to my prior report dated April 8, 1954, for a general discussion 
of typical production pool activity. 

Pursuant to the responsibilities placed upon me by the 1955 Amend- 
ments to the Defense Production Act, I have weighed the adverse 
effects of continued activity on the part of all these pools upon the 
competitive free-enterprise system as against the benefits to be derived 
for the national defense. I have, as a result, approved the continua- 
tion of 4 small-business production pools, 2 of which were originally 
formed under section 714 of the Small Business Act of 1953 as amended. 
These pools are listed in appendix A. 


IV. VotuntTaRY AGREEMENTS No LONGER IN EFFEcT 


Of the 77 voluntary agreements or ‘‘pools’’ approved by this office 
since the enactment of the Defense Production Act in 1950, 50 are 
no longer in effect or are in the process of being deactivated or dis- 
approved. There are four ways in which this discontinuance has 
been effected. 

(1) The President’s delegate may have withdrawn his request. 
Such action is generally based upon the accomplishment of the mission 
of the agreement or upon altered circumstances that make the agree- 
ment no longer in the public interest. The activities of those 29 
committees or voluntary agreements terminated in this manner are 
briefly described in appendix B. 

(2) The sponsoring agency may have deactivated the program under 
the voluntary agreement. This action is based upon the same cir- 
cumstances, and is invariably followed by withdrawal of the request 
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by the President’s delegate. Considerable delay, however, sometimes 
separates the two. Five integration committees, described in appen- 
dix B, are being deactivated. 

(3) A voluntary agreement may have expired by the terms of its 
own organizational documents. Such an agreement is described in 
appendix B. 

(4) The Attorney General may have exercised his implied authority 
(now specified under amended sec. 708 (d) of the act) and withdrawn 
his approval. 

Pursuant to this authority, | am now withdrawing approval of the 
15 small-business production pools which are listed in appendix B. 
These pools have been the subject of discussion between my office 
and that of the Small Business Administration, whose Director is 
presently both the sponsor and the President’s delegate in this respect. 
We have agreed that these 15 pools have shown little disposition to 
seek defense contracts. Weighing the factors of contribution to the 
national defense as against adverse effects upon the competitive 
free-enterprise svstem, this Department finds only a doubtful potential 
contribution (and this contingent upon a vastly increased procurement 
program) in favor of their continuance. Any advantage, moreover, 
is overbalanced by meetings between competitors without Govern- 
ment supervision or control. I have therefore determined that they 
should be disapproved and their antitrust immunity brought to an 
end. However, if any of these pools can demonstrate the capacity to 
obtain and perform defense contracts at any time in the future, it is 
this De ‘partme nt’s intention speedily to reapprove those making sucb 
a showing. Toward that end, withdrawal of the Attorney General’s 
approval should not require dissolution of any pool’s legal existence. 


V. VoLtuntTaArRY AGREEMENTS ConTINUED PENDING FURTHER 
INVESTIGATION 


Two voluntary agreements under the Defense Production Act 
particularly emphasize the serious responsibility placed upon this 
Department by DPA section 708 (b), as amended. Each raises 
serious problems that cannot be resolved in the time allotied for 
review and preparation of this report. Accordingly, they are con- 
tinued pending a prompt final determination of these issues. They 
are: 


A. CONTRIBUTION OF TANKER CAPACITY 


This plan, initiated by os Secretary of Commerce, was approved 
by the Attorney Gener: al on January 23, 1951. 

Prior to the approval of this plan the Military Sea Transportation 
Service had obtained its tonnage requirements, over and beyond the 
capacity of its own operated and controlled fleet, by chartering on the 
open market. At the time this plan was approved the charter rates 
being paid by MSTS were the base rates plus 200 percent. (The base 
rate, known as USMC, was the rate charged at the end of 1945 by the 
Maritime Administration for charter tonnage for vessels operated by 
the Administration.) 

Under the plan the tanker owners and charterers agreed to make 
tankers and tanker space available to the Department of Defense at 
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such times and in such amounts as the Maritime Administrator should 
determine. ‘The contribution of tanker capacity was to be at freight 
rates and upon charter terms and conditions to be determined by the 
Administrator. Each participant was to contribute tanker capacity 
on a prorata basis. The base on which the pro rata calculations 
would be made was the amount of tonnage controlled by each indi- 
vidual participant. This base (and the calculations derived therefrom) 
were to be revised at 6-month intervals in order to take into considera- 
tion changes in the status of controlled tonnage submitted by the 
participants. Participation in the plan was entirely voluntary, and 
any participant was at liberty to withdraw, subject to fulfillment of 
all obligations incurred, by giving not less than 60 days’ written notice 
to the Administrator. 

Ninety-nine percent of all American owners and/or chartered owners 
became participants under this plan. These participants contributed 
from 350 to 400 United States-flag tankers (either owned by them or 
under charter to them) for a period of 6 months or more. They also 
voluntarily declared available for charter purposes 60 to 68 foreign- 
flag tankers controlled either through charter or through subsidiary 
affiliated companies. 

We have been informed by the Maritime Administration that 
from 1951 until about June 1953, this Government, in addition to 
having all of its tanker transportation needs met fully and promptly 
through this plan, benefited very substantially from a_ financial 
standpoint. Since June of 1953, however, the Military Sea Trans- 
portation Service has been able to obtain all of its tanker requirements 
from private owners and operators upon competitive market con- 
ditions. 

Nonetheless, the Maritime Administration strongly urges the con- 
tinuance of this agreement in its present inactive state which, it con- 
tends, does not pose any threat to competition in the tanker market. 
Past performance of this committee, plus the fact that the still dis- 
turbed world situation may at any time again produce defense re- 
quirements in the tanker field which could not be filled by ordinary 
means, impels the Maritime Administration to urge that this Com- 
mittee be permitted to remain in effect on a standby basis. Finally, 
the Maritime Administration urges that the administrative structure 
of this plan, established only after considerable expenditure of time 
and effort, both by Government and industry, be continued in effect. 

Still unresolved are questions as to the present defense contribution 
made by this Committee, now in virtually a standby status. Further, 
time has not permitted a complete evaluation of the antitrust factors 
presented by these Committee meetings, representing 99 percent of 
the competitors in this industry. These meetings, this report em- 
phasizes, continue for the purpose of discussing the availability for 
civilian and military purposes of tanker tonnage of both the partici- 
pants and the military services. Accordingly, this Department takes 
no final action regarding this agreement pending a more thorough 
investigation. 

£ Under sec. 902 of the Merchant Marine Act of 1936, as amended, the Maritime Administration has the 
power, upon the declaration by the President of a national emergency, to requisition American-flag tonnage 


either generally or selectively. It must be recognized, however, that drastic action could probably only 
be justified in the event of full mobilization. 


73602—56——_3 
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B. VOLUNTARY AGREEMENT RELATING TO FOREIGN PETROLEUM SUPPLY 


On June 1, 1953, the Attorney General approved a voluntary agree- 
ment requested by the Director of the Office of Defense Mobilization 
and strongly urged by the Secretaries of Interior and Defense. This 
agreement, entitled ‘Voluntary Agreement Relating to Foreign 
Petroleum Supply,” in substance stands today.® 

The present agreement represents an improvement from an anti- 
trust standpoint over its predecessors. (See appendix B 10.) Ata 
series of conferences with officials of the Antitrust Division early in 
1953 the usual safeguards generally incorporated in voluntary agree- 
ments were agreed upon, with one exception: the provision for a 
Goverment chairman. Substituted in its place in this agreement is 
a requirement that a Government representative be present at all 
meetings. 

The agreement contemplates two types of activity. The first, which 
can be initiated only upon a finding by the Secretary of the Interior 
that an emergency exists outside the United States, provides for action 
by the Committee designed to prevent, eliminate, or alleviate shortages 
of petroleum supplies which threaten to adversely affect United States 
defense mobilization. This activity would embrace the preparation and 
submission to the Secretary of the Interior, in writing, of “plans of 
action’’ for the solution of any emergency shortage s. The agreement ex- 
pressly provides that the Attorney General be notified before the 
Committee was requested by the Secretary of the Interior to prepare 
such plans, and each plan must be submitted to the Attorney General 
for approval under section 708. No plan of action has been re- 
quested and hence no notification to the Attorney General has taken 
place. 

The second type of activity the agreement contemplates, the 
gathering and evaluating of competitive foreign statistics by the 
leading American oil companies in the foreign market, raises antitrust 
problems. However, the importance of the Committee’s activities to 
to the defense effort has been most strongly urged upon us. 

Since our responsibilities under section 708 (c) of the Defense 
Production Act did not require us to go beyond the finding of defense 
necessity made by the President’s delegate, we initially felt obligated 
to accept this determination of necessity without weighing it against 
the anticompetitive effects. Since the enlargement of the duties 
of the Attorney General under section 708 (b), however, we have 
attempted to evaluate the defense necessity for the petroleum statistics 
gathered, analyzed, and evaluated by this Committee, as opposed to 
the anticompetitive effects raised by such joint evaluation. Confer- 
ences have been held with various officials of the Office of Defense 
Mobilization and the Department of the Interior. We are at present 
exploring the basic problem as well as possible alternate methods by 
which the Government might acquire accurate knowledge of foreign 
petroleum statistics necessary for Department of Defense planning 
and yet eliminate certain antitrust problems. 

There has not been sufficient time since the passage of the 1955 
amendments to the Defense Production Act to thoroughly investigate 
the numerous facets raised by the activities of this Committee, or to 

6 One formal amendment, providing for the substitution therein of the Oil and Gas Division of the De- 


partment of the Interior for the Petroleum Administration for Defense, was approved by this office on March 
11, 1954. 
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conscientiously weigh the national defense advantages of this program 
against disadvantages to our competitive free enterprise system. 
This Department now presses this task with utmost vigor. As soon as 
this Department has completed its evaluation, another report will be 
made. 

SUMMARY 


The review summarized in this report and the determinations made 
therefrom have been the result of numerous conferences and exchanges 
of correspondence for the purpose of educating members of my staff 
in the relevant problems of national defense, a sphere outside of their 
normal functions. The knowledge and experience possessed by the 
staff members in antitrust Jaw and policy equip them to consider only 
one side of the balance upon which we are required to weigh these 
exempt programs. Information gained from the Office of Defense 
Mobilization, the Department of Defense and other interested agencies 
has had to be placed on the opposite side of the scale without the 
benefit of previous knowledge or experience. Against this background, 
should Congress desire continuing surveys under section 708 (b), it 
might well consider placing responsibility for such surveys on some 
impartial agency charged with primary responsibility for national 
security. This Department could then place before such agency 
its judgment regarding any proposed program's anticompetitive 
consequences. 

Respectfully submitted. 

HERBERT BROWNELL, Jr., 
Attorney General. 


APPENDIX A. SUMMARY OF VOLUNTARY AGREEMENTS CONTINUED IN 
EFFECT 


1. ARMY INTEGRATION COMMITTEES 


Integration Committee on Medium and Heavy Gun Tanks 
Approved by the Attorney General, August 7, 1951. 


The need for this Committee can be understood only against tbe 
background of military-procurement procedures. Manufacturers of 
medium and heavy gun tanks and allied combat vebicles are required 
to accept designs and specifications for an item foreign to their engi- 
neering staffs, to accept and incorporate a continuous series of changes 
not the result of their own research and development, to establish 
production lines, to manufacture or acquire tools and machines, and to 
adapt their techniques and processes to the procurement program or 
to adopt others that are not familiar to them. In sharp contrast, a 
peacetime producer develops, through his engineering staff, the 
designs and specifications for an end item to be made on bis production 
line and incorporates changes to suit his own needs, desires, and 
manufacturing processes. 

_Procurement problems are multiplied because practically none of 
the several thousand items incorporated in the final building of 
combat vehicles is a commercial item. The vehicles are of a special 
military design and as such are subject to a continuous series of 
engineering changes as field experience dictates. 


Sie 


be 
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The medium tank program is the largest and most basic of the 
combat vehicle program. A quantity of medium tank components 
are used in the light tank family vehicles as well as other medium 
tank family vehicles. A need for clearing problems relating to the 
vast subcontract structure supporting this program is also essential. 
These problems cover schedule adjustments, tooling allocations, and 
diversion of components for optimum results. 

Exchange of technical advances and production developments be- 
tween those producers continuing in an active status and those tem- 
porarily without defense contracts will be facilitated by the con- 
tinuance of the Committee and the retention or admission therein 
of standby members. 

During the early months of any future mobilization, time will not 
be available to reorganize this Committee, if now disapproved, to 
permit immediate accommodation of the critical components and 
material allocations problems which will arise. Continuance of the 
Committee will insure immediate availability of an active and well 
indoctrinated group to handle these problems. 

Integration Committee on Light Gun Tanks 
Approved by the Attorney General, July 16, 1951. 

Many unforeseen problems arose when scheduled production for 
use in Korea of the light gun tank family got underway; problems 
relating to engineering techniques and processes, supply, maintenance, 
or uniformity in parts and drawings, acquisition of tools and machines, 
development of adequately skilled manpower, achievement of stand- 
ardization and interchangeability of components, and receipt of critical 
components on schedule. 

The Ordnance Corps through this committee activity, has been, 
and will continually be able to, accomplish the following objectives: 

(1) Make available to all prime contractors the benefit of produc- 
tion experience and techniques of each contractor-member without 
royalty or charge. Thus, the integrated facilities of the group can 
attain maximum production in the shortest possible time. 

(2) Control, divert, and direct critical components to prime con- 
tractors who have the greatest demand for them. As an example: 
One or more components may be in great demand at a given time by 
one prime contractor and at the same time another contractor may 
have an inventory of such components in excess of immediate demands. 

(3) Introduce and effect changes in material and design with a view 
to standardization of material. Thus, uniformity in bills of material, 
drawings, specifications and descriptions of engineering changes can 
be effected to maintain full interchangeability of all ordnance re- 
quirements. 

Continuation of this committee during this nonmobilization period 
permits the exchange of technical advances and production develop- 
ments among those producers continuing in an active status, those 
maintaining their production package in layaway, those carrying out 
industrial mobilization preparedness measures for engineering and 
production readiness and those other planned producers. It will also 
insure committee availability during the early and critical months 
following mobilization when rapid action to divert critical components 
and materials to those suppliers in need may be necessary. 
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Integration Committee on Heavy Tactical Trucks 
Approved by the Attorney General November 5, 1951. 

Heavy tactical trucks designed to meet military requirements are 
quite different from heavy trucks manufactured for commercial users. 
Military tactical trucks are constructed from heavier gage sheet metal 
than commercial trucks. The engines have been modified to operate 
on a 24-volt electrical system, as distinguished from the commercial 
6-volt electrical system. This requirement has necessitated redesign 
of starters, generators, distributors, and the ignition system to fune- 
tion ieneeeglie Engines have been modified to accommodate this 
electrical system and give acceptable performance characteristics. 
The engine crankcase has been pressurized for deepwater fording, and 
the method of venting the engine is different. The radiator, engine, 
transmission, and clutch have been designed for installation and 
removal from the vehicle as one unit (the power package). These 
tactical trucks use all driving axles specially designed for military use, 
with a high degree of interchangeabiity of component parts for 
standardization and ease of maintenance purposes. All trucks have 
been completely suppressed so that the electrical system will not 
interfere with radio communication. Also, the vehicles have been 
fungus-proofed and waterproofed to meet military requirements. 
Heavy duty commercial trucks in a comparable weight class are not 
designed or produced to meet these performance characteristics which 
are basic for all tactical vehicles. 

During World War II the military department was required to 
conduct military operations with a heterogeneous fleet of heavy 
vehicles. The lack of standardization required extremely large 
quantities of maintenance parts in the supply system, creating a tre- 
mendous supply, storage, and distribution problem. Despite the 
enormous quantities of parts, vehicle deadlines were extremely high. 

After World War II the Ordnance Corps began a standardization 
program of the vehicle fleet to correct these problems. With this 
Committee’s assistance, new and more exacting military requirements 
were developed for a standard fleet of military vehicles. In the 
development of this new fleet of vehicles, advantage was taken of 
advancements in automotive design since the war, and improved com- 
ponents (e. g., the hydromatic transmission) were modified and 
adapted to military use. The result of this redesign and development 
has been an entirely new fleet of tactical vehicles completely different 
from the World War II vehicles. 

The heavy truck group consists of the 5-ton and 10-ton trucks. 
As a result of Committee activity, vehicles in this group have com- 
ponents that are interchangeable, and the production and design 
problems are comparable. The Ordnance Corps is the single service 
procurement agency for these vehicles and is responsible for supply 
of the items to all branches of the Department of Defense. 

By continuation of this Committee mobilization developments can 
be disseminated and coordinated with active and planned producers 
with the least possible delay. During the nonmobilization period 
exchange of téchnical advances and production developments between 
those producers continuing in an active status, those carrying out 
industrial-mobilization-readiness measures and those other planned 
producers, will be facilitated through Committee activity. 
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Integration Committee on Small Arms Ammunition (ercept 20mm.) 
Approved by the Attorney General October 2, 1951. 


In peacetime commercial manufacture of small arms ammunition is 
confined almost entirely to sporting ammunition. The manufacturers 
of sporting ammunition in any appreciable quantity are 3 in number, 
and it is these 3 manufacturers on whom the Government will largely 
depend to produce small arms military ammunition in case of an emer- 
gency. (Military ammunition in peacetime is practically all produced 
in limited quantities at Frankford Arsenal.) 

The manufacture of small arms ammunition for the military often 
requires as much as 100 different operations. During an emergency, 
ammunition is urgently required in enormous quantities. Hence pro- 
duction lines are required to produce and package ammunition under 
exacting specifications, for delivery throughout the world, where it is 
often stored for long periods of time under adverse conditions. Very 
close cooperation between manufacturers is required, as all sma'l arms 
ammunition must be interchangeable with many thousands of 
weapons. Changes in design or characteristics of each separate size 
and style of ammunition requires corresponding changes by the com- 
panies who will produce the ammunition in an emergency. 

This Committee was established to meet these problems. While 
great progress has been made during its existence, Ordnance strongly 
emphasizes that much more can be accomplished toward standardizing 
machinery, spare parts, drawings, etc. Upon the evidence presented, 
the continued active functioning of this committee appears essential if 
rapid production of small arms ammunition is to be obtained in case of 
an emergency. 


Integration Committee on Light and Medium Tactical Trucks 
Approved by the Attorney General November 5, 1951. 


What has been said above as to heavy tactical trucks is equally 
applicable to the light and medium tactical trucks. This class em- 


braces %-, %-, and 2%-ton trucks. They are of heavier gage steel than 


their civilian counterparts, they have 24-volt electrical systems, deep 
water fording systems, unitized engine clutch and transmission and 
multiple driving axles. They are fungus and waterproofed, static 
suppressed and carry their rated loads cross country and 100 percent 
overload on the highway. This fleet is now completely different 
from its World War II predecessors. 

The continuation of the Committee during this nonmobilization 
period permits the exchange of technical advances and production 
developments between those producers continuing in an active status, 
those carrying out industrial mobilization preparedness measures for 
engineering readiness and production readiness and those other planned 
producers. Investments have been made to keep production facilities 
immediately available in this field in event of mobilization, and it is 
planned that Committee members, individually and as a coordinated 
group, be kept abreast of engineering and production developments. 


Integration Committee on Tracks for Tracklaying Type Vehicles 
Approved by the Attorney General August 17, 1951. 


Late in the year 1942 there were over 8,000 military vehicles pro- 
duced for which there was no track available. A Track Integration 
Committee was formed at that time to assist Ordnance in solving the 
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various underlying problems. This cooperation by the manufacturers 
resulted in an equalization of track production with vehicle require- 
ments 9 months after the Committee’s inception. This new Com- 
mittee was formed to continue the accomplishments of its predecessor. 

The necessity for such a committee today is further emphasized by 
the fact that there are approximately 40 different types of tracks, 
other than the 6 types being produced for use in light gun tanks and 
medium and heavy gun tanks and their allied combat vehicles. Not 
all 40 types of tracks are now in production, although it is probable 
that the majority, if not all, of such tracks will be produced eventually. 

Combat vehicle track is made up of forged links, shoes, tubular pins, 
and rubber compounds. Its manufacture is achieved through coordi- 
nating the activities of small forged parts manufacturers, steel tubing 
manufacturers and representatives of the rubber industry. This unity 
of effort necessary was only achieved through the cooperative action 
of members of this Committee. 

At the outset of this Committee’s program, track suppliers used a 
large variety of forging bar stock sizes and numerous steel specifica- 
tions. Through Committee effort, forging bar sizes were standardized 
and reduced 50 percent in number. Certain steel specifications were 
likewise standardized, with the result that availability of material 
increased through more concerted planning. 

Standardization of materials and processes in production of track, 
with its several components and its many manufacturers and sub- 
contractors, both active and inactive, is essential to orderly resumption 
of large scale production. Through Committee participation, each 
of the producers can be guided into employing the combined experience 
of the members. 

Integration Committee on 3.5-Inch Rocket 
Approved by the Attorney General August 8, 1951. 


The 3.5-inch rocket is an infantry type, antitank rocket, fired from 
a shoulder operated launcher. This rocket is a new product. The 
rocket has a shaped-charge warhead which is capable of penetrating 
the heaviest known armor on enemy tanks and vehicles and is also 
very effective against personnel and light fortifications. The launcher 
can be carried by one man and consists essentially of a tube designed 
to guide accurately the rocket’s initial flight. It is considered that 
this rocket has provided the combat infantryman with a weapon 
capable of stopping the heaviest known enemy armor. 

The Committee was first authorized in order to expedite production 
of this rocket for use in the Korean emergency. There was no stock- 
pile; hence, there was urgent need to build up a stockpile for training, 
combat, and war reserve. The first 6 months’ production had to be 
airlifted to Korea. 

The exchange of production know-how between members of this 
Committee, which represents both large and small business, has 
resulted in reduced costs of components, uniformity of ballistics and 
the development of new methods of production. Another significant 
development of the Committee was a high speed-inspection method 
for rejecting faulty motor material, thus assisting in eliminating 
injuries to Army personnel. 

A new model 3.5-inch rocket, M35, has recently been standardized 
and will be placed in production in 1957. It is expected that this 
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rocket will have a new type fuze plus other changes, which will require 
the ready dissemination of information among potential producers. 
Work is continuing on improvements to all rockets, many of which 
may be incorporated in present rocket production in the near future. 
Ordnance has strongly recommended the continuance of this Com- 
mittee so that its members can be brought up to date on all proposed 
and future developments. 


Integration Committee on Artillery Mechanical Time Fuzes 
Approved by the Attorney General September 26, 1951. 


The artillery mechanical time fuzes currently under procurement 
are the M500, the M501, and the M502. The M500 and M501 are 
used in all calibers of artillery ammunition from 75 mm. through 
240 mm. and also in the new 4.2 mortar ammunition. The M502 
fuze is used in the 90 mm. antiaircraft ammunition. These three 
fuzes are used in high explosive shells, base ejection and signaling 
type smoke shells, and illuminating shells. All of the base ejection 
and signaling type smoke shells and the illuminating shells use a 
mechanical time fuze. For high explosive projectiles, ‘approximately 
15 to 20 percent of the rounds are fired with mechanical time fuzes. 

The M500 and M501 fuzes can be used to function the shells at 
times of flight from 1% to 75 seconds. ‘They also contain a super- 
quick element which will function the shell on contact with a target. 
The M502 fuze is used for functioning the shell in the air at times 
between eight-tenths of a second to 30 seconds, and it also contains 
an espec sially sensitive superquick element for use in detonating the 
shell on impact with light targets. 

These fuzes are made up of about 137 parts. The principal sub- 
assembly of the fuze is a clockwork mechanism which must be accurate 
enough to give high precision timing and still be rugged enough to meet 
the above performanc e requirements. Uniform performance is essen- 
tial in order that the ammunition may be fired with precision and per- 
form its task at the target under the direction of the fire control system. 

All of the parts are of special design—none being commercially 
available. A great variety of shapes and sizes are involved and many 
of the parts in the timing mechanism are ideally suited to the clock 
and other small-part, precision-type producers. Both large and small 
manufacturers are utilized as prime and subcontractors. To resolve 
the many problems presented above, as well as necessity for uniformity 
of product, interchangeability of parts, a satisfactory inspection pro- 
gram and the availability of materials, an integration committee was 
deemed necessary by Ordnance. This Committee has been able to 
solve many of these problems. 

Present fuze requirements are limited, but the continued existence 
of the Committee and its standby producers is considered essential so 
that members, in Committee meetings, can be kept up to date on new 
designs and approved methods of production. Ordnance believes that 
discontinuance of the Committee would cause great loss of time and 
technical experience in event of an emergency. 


Integration Committee on Cartridge Cc ses 
Approved by the Attorney General, October 11, 1951. 


A cartridge case is that portion of a complete round of artillery 
ammunition which holds the propelling charge, contains the primer for 
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igniting the propelling charge and, on the front end, holds the pro- 
jectile. The cartridge case performs very difficult functions, namely, 

to quickly expand and prevent escape of propellant gases to the rear; 

to continue to expand with the gun chamber while full pressures (as 
high as 50,000 pounds per square inch or more) are developed; and 
finally, after the projectile has left the muzzle, to contract sufficiently 
to permit easy removal of the spent cartridge case. 

Until the beginning of World War II, and even during the major 
part of that conflict, cartridge cases were made of brass, as copper and 
zinc were in short supply. The Ordnance Corps then began produc- 
ing cartridge cases from steel. Steel was not as satisfactory or reliable 
as brass but after diligent effort satisfactory production of steel car- 
tridge cases was developed. The present Committee has emphasized 
the production of steel cases, with a consequent tremendous saving of 
copper and zinc. Careful selection of contractors to produce steel 
Shells followed, and, by regular meetings of the Committee, the neces- 
sary skills were developed to satisfactorily produce steel shells in quan- 
tities and with the characteristics required. Standards of accepta- 
bility for the steel cases were developed so that steel mills could pro- 
duce not only in quantity but with economy. 

Ordnance has recommended the continuance of this Committee 
and the recognition of standby manufacturers. It argues that stand- 
bys should be kept abreast of improvements in design, machinery, 
and methods of manufacture, so that they could attain, with the 
least delay, full-scale production in case of an emergency. 


Integration Committee on Conventional Artillery and Mortar Shell 
Approved by the Attorney General November 9, 1951. 


For purposes of this Committee program, conventional artillery 
and mortar shells are defined as all artillery and mortar shells except 
fin stabilized artillery shell, 4.2-inch mortar shell, and shell machined 
directly from bar. 

The types of projectiles with which this Committee is concerned 
are of a heavy-walled, bottle shape. Projectiles included in the 
program are (1) shells fitted with a gilding metal band (to engage the 
spiral rifling of the gun in order to obtain spin for aahdliastie during 
flight to the target); (2) high explosive shells for use against enemy 
troop concentrations, fortifications, pillboxes, etc.; and (3) chemical 
shells, filled with mixtures, to produce spotting smoke clouds, screening 
smoke, poisonous gases, night illumination of battlefields, ete. 

These shells are required in such large quantities that their methods 
of manufacture are characterized by specialty tooling and extreme 
mechanization that goes with mass production. Basic manufacturing 
methods include forging and machining, cold extrusion, cold drawing, 
or a combination of these. However, the same shell may be made by 
different methods in different facilities. In all cases, extremely high 
workmanship standards, coupled with a high production rate, must 
be maintained under dangerous conditions. 

There exists, with respect to the production of conventional artillery 
and mortar shells, a continuing need on the part of the Ordnance 
Corps for the integration of the production efforts of contractors 
manufacturing such items. There are 47 manufacturers presently 
under contract with the Ordnance Corps for production of these end 
items. 
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Ordnance feels that it should retain all members, both active and 
standby, as members of this Committee in order to discuss future 
technical changes, both as to items manufactured and methods of 
manufacturing. We have therefore approved the continuance of this 
Committee. 

Integration Committee on Cast Armor for Tracklaying Type Vehicles 
Approved by the Attorney General March 7, 1952 (first approval); March 
26, 1952, modifications approved. 

This Committee was formed to integrate facilities engaged in the 
production of cast armor for tracklaying type vehicles. Castings are 
the most practical approach to armor components for tracklaying 
vehicles because of the flexibility permitted in casting design and 
the disposition of material thickness and angle of obliquity to create 
the most protection with minimum weight. The very nature of 
casting design, and the many contours involved, prevent accurate 
reproduction from different foundries. A great deal of art is involved 
in the foundry industry because of the diff ‘ring approaches to general 
problems; resulting in armor castings varying from foundr y to foundry. 

When the manufacturing output of new foundries is required, or 
when the production of an item is expanded from a foundry or a small 
group of foundries to many foundries, an integrating committee 
permits those technical aspects of manufacture, which have resulted 
from experience in producing a particular, spec ‘ialized item, to be 
disseminated immediately among all producers. This saves months of 
trial and error. 

The tank program relies exclusively upon the heavy casting pro- 
ducers of the country for necessary castings. The Cast Armor 
Integration Committee provides an effective method of making the 
country’s casting know-how available to Ordnance. Of specific im- 
portance, the foundry base has been expanded through this Com- 
mittee’s work, and now includes tank hull capacity for the original 
single-piece hull as well as combinations of assembled tank section 
hulls, an engineering development of this Committee. 

Continued operation is considered necessary during limited current 
procurement periods to keep the tank application art alive and foundry 
manufacturers interested in the Ordnance program. The Cast Armor 
Committee can also serve effectively as a medium for review and op- 
timum use of mobilization planning work now in progress and 
projected in the cast-armor area. 

During the early months of mobilization time will not be available 
to reorganize such a committee to permit immediate accommodation 
of the critical material, tooling, and component allocation problems 
which will arise. Continuance of the Committee will insure immediate 
availability of a body to handle these problems. 


Integration Committee on Propellants and Explosives 
Approved by the Attorney General June 18, 1953. 

Military propellants and explosives are presently manufactured in 
nine Government-owned facilities operated by contractors under cost- 
plus-fixed-fee contracts, and in one Government-owned, Government- 
operated arsenal. Military propellants and explosives are packaged 
in these facilities for shipment to loading assembly plants. These 
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plants are currently scheduled to manufacture approximately 200 
types of propellants. 

The high explosives covered by this Integration Committee pro- 
gram are chemical compounds, or mixtures thereof, which are used by 
the military services as propellants or explosives in bombs, projectiles, 
shells, and other military ammunition, and in blasting charges in 
military demolition items. 

Military propellants and explosives, in general, have no commercial 
counterpart. The few exceptions (such as lead azide, TNT, tetryl 
and small arms powder) are manufactured for commercial use in much 
smaller quantities than that required for military applications. At 
least 90 percent of military propellants and explosives are manufac- 
tured in Government-owned facilities. 

It is essential that military propellants and explosives be manu- 
factured strictly in accordance with very exacting procedures to 
insure compliance with ballistic values and the uniformity and 
stability required by military specifications. 

Considering that this Committee is relatively new, and many of its 
subcommittees have thus far been able to consider many important 
problems only to a limited extent, it is fully expected that Committee 
activities will be conducted to a maximum degree for some time to 
come. Ordnance urges, and we agree, that the continuance of this 
Committee is essential if rapid production of propellants and explo- 
sives is to be assured in the event of an emergency. 


Integration Committee on Burster Casings 
Approved by the Attorney General June 23, 1953. 


The main purpose of the burster casing is to form a secure closure 
for the chemical filler put into chemical projectiles. Burster casings 
are used in all bursting-type gas and smoke shells, which are made in 
calibers from 57 millimeters to 155 millimeters, inclusive. The burster 
casing serves two purposes: (1) To seal the top end of the shell after 
it has been filled with chemicals, and (2) to act as a container for the 
bursting charge. 

At the time this Committee was formed many of the drawings in 
use were 10 to 12 years old. It was necessary for the Committee to 
provide new drawings incorporating all changes. In addition, steel 
used in casings was difficult to obtain and, since many different types 
of steel were required for the different types of casings, separate lots 
had to be separately tested and marked. (The variations in the 
requirements are indicated by the hydrostatic tests for the different 
types of casings, which tests varied from 400 pounds per square inch 
to 9,800 pounds per square inch.) 

There is no commercial counterpart of the burster casing. Although 
different contractors produce different types of casings, the similarity 
of the manufacturing techniques used by each member disclosed 
problems applicable to all, not the least of which was the problem of 
properly trained personnel. The Committee made excellent progress 
in these fields. It instituted improved designs for various casings, 
and the coordinated training program it established for all members 
resulted in skilled operators with the required experience. 

Continued existence of this Committee remains a necessity in the 
opinion of the armed services. Standby members should also take 
part in Committee meetings so that there will be an opportunity to 
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explain to them the effect of changed ordnance drawings, specifica- 
tions, manufacturing procedures, and so forth. Invaluable time will 
be saved, should an emergency arise, by having these standby 
producers ready to get into production without delay. 


Integration Committee on Ammunition Loading 
Approved by the Attorney General July 15, 1953. 


The loading, assembling, and packing of high-explosive, armor- 
piercing, target-practice, and other special ammunition is accomplished 
in Government-owned plants, all of which (with the exception of 
Joliet Arsenal) are operated by contractors under cost-plus-fixed-fee 
contracts. There exists a need by Ordnance, with respect to loading, 
assembling, and packing of such ammunition, for mtegrating the 
production efforts of all plants engaged in this work. This Committee 
assists in accomplishing these objectives. 

Ammunition included in the scope of Committee activity covers 
various caliber shells, bombs, rockets, grenades, and other special 
items (or components thereof) assigned to the Ordnance Ammunition 
Center for loading, assembling, and packing. Filling ammunition 
with explosives or incendiary mixtures represents one of the more 
difficult operations. To insure safety during processing and subse- 
quent handling and to produce optimum functioning, it is essential 
that melt pour, press load, or other means employed in the filling of 
these items be accomplished without porosity, cavitation, or cracks. 

Expenditures of some of the more popular rounds such as the 105- 
millimeter howitzer in the Korean conflict were very high. New 
rounds are being developed and new explosives are being introduced, 
each of which presents new loading problems. Individual contractors 
and the Government-operated plant have devised acceptable loading, 
assembling, and packing methods which must be disseminated to 
other contractors and plants engaged in this work. The coordinated 
activities of skilled industrial engineers, with a diversity of back- 
ground and working in close cooperation with the Ordnance C ‘Orps, 
insures constant improvement in operating efficiency. There is no 
commercial counterpart to the difficult, critical, and important work 
these contractors are performing. 

This Committee has absorbed the functions of the Shell Loading 
Integration Committee and now encompasses the entire field of 
ammunition loading with the exception of small-arms ammunition. 


Integration Committee on Critical Quartz Crystal Units 
Approved by the Attorney General July 6, 1954. 


There exists, with respect to the production of critical types of quartz 
crystal units, a need on the part of the Signal Corps for the integration 
of the production efforts of contractors manufacturing these units. 
The procurement program includes the requirements of all branches 
of the Department of Defense. 

These crystals are used principally in the oscillator of electronic 
circuits to control the frequency. Quartz has the property of oscil- 
lating when stimulated by electricity, caused by the expansion and 
contraction of the faces of the crystal wafer. The frequency of the 
oscillations is controlled by the thickness of the wafer; the thinner 
the wafer the higher the frequency. Military equipment requires 
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frequencies from 20,000 to 100,000 cycles per second, with accuracies 
of 0.002 percent on some units. 

The bulk of these crystal units are used in portable equipment, 
requiring the utmost in ruggedness and reliability, at the same time 
maintaining the rigid operating characteristics outlined above. 

Mobilization requirements the quartz crystal units are numerous 
and varied. Such requirements far exceed the peacetime commercial 
demand and require crystals in frequency ranges above and below 
those normally furnished for nondefense purposes. At the outbreak 
of the Korean conflict, many delays were encountered in building up 
the industry to the point that new types of military crystal units 
could be supplied in the quantities required. 

Critical materials and components, such as quartz, holders, and spe- 
cial alloys for hermetic sealing, are required in the manufacture of these 
units. There is a need for integrated action by this industry to assure 
their steady flow, in quantity and quality required to achieve the re- 
quired production schedule under mobilization conditions. The Signal 
Corps has recently asked that potential producers of these components 
also be added to Committee membership. 


Integration Committee on Pyrotechnics 
Approved by the Attorney General September 10, 1954. 


There are approximately 40 different pyrotechnic items being pro- 
duced by Ordnance. These items are manufactured in seven different 
facilities, a number of which are making the same items. These 
items include: Ground signals and aircraft signals, trip flares and air- 
craft flares, photoflash cartridges and photoflash bombs. Distress 
signals and various training items (such as flash and sound signals, 
simulators and firecrackers) are also important in defense planning. 

Prior to World War II the civilian fireworks industry supported the 
majority of military requirements for pyrotechnics. During the con- 
flict the facilities of these firms were greatly expanded and new pro- 
ducers entered the field. After the war, the established fireworks 
manufacturers vastly curtailed not only their military production but 
their civilian production as well, the latter caused by numerous States 
taking legislative action prohibiting the manufacture and sale of 
fireworks. (Today 46 of the 48 States have restrictive legislation on 
these commodities.) This resulted in a loss of trained technicians and 
plants which could seriously affect the industrial capacity for military 
requirements unless properly encouraged. Hence, effective procedures 
for handling production problems arising from shortages of labor and 
experienced engineering personnel is a goal of this Integration 
Committee. 

The field of modern pyrotechnics has developed to a stage where 
maximum production efficiency can be attained only through technical 
knowledge and skill. This also requires use of modern equipment for 
mass production without loss of quality or safety. Some of the latest 
types of ground signals now in production are projected to the desired 
heights by rocket propulsion. This constitutes a more intricate design 
over the old and necessitates the use of considerably more metal com- 
ponents in the final assembly of the item. Other improvements to be 
developed will call for the combination through this Committee of the 
skill and experience of members of this dwindling industry. 
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Integration Committee on Fin Stabilized Artillery Ammunition and 


M-31 (137) Rifle Grenade 
Approved by the Attorney General December 3, 1954. 


Certain information connected with the formation and purposes of 
this Committee involved classified military information. For that 
reason the President’s delegate, exercising the discretion authorized 
by section 708, refrained from publishing this voluntary agreement in 
the Federal Register. 

No description of this Committee will be given in this report. As 
in the case of the other agreements outstanding, however, it has been 
reviewed by this Office and has been discussed with representatives of 
the Department of the Army and the Office of Defense Mobilization. 
As a result of this review, I have determined that its probable benefits 
to the national defense outweigh its possible effects upon the com- 
petitive free-enterprise system. 


Integration Committee on Army Aircraft and Maintenance 
Approved by the Attorney General August 17, 1955. 


In accordance with interservice agreements, the Army operates only 
certain specialized types of aircraft. These include small 1- or 2- 
engine aircraft used for artillery observation and liaison work. (Larger 
aircraft operated on behalf of the Army are operated by the Air Force.) 
There is not a high degree of uniformity in the type of aircraft operated 
by the Army, nor is any desired, for these aircraft have a variety of 
missions to perform. In the field of tools and maintenance equipment 
required to maintain these aircraft, however, the Army finds itself 
faced with the situation where each aircraft of different manufacture 
requires different tools and maintenance equipment. An example is 
the tow bar. This bar is used on the ground to move aircraft by 
hand or by tractor from one position to another. Aircraft of different 
types, and to some extent aircraft of the same type but manufactured 
by different contractors, require different tow bars to accomplish this 
function. Also, in the use of these aircraft in time of war, the Army 
will be required to maintain them from bases far in advance of the 
rear lines. The logistic support of these aircraft requires transporta- 
tion to advanced bases of a wide assortment of tools and maintenance 
equipment. 

It is hoped that through this Committee these tools (and to some 
extent the aircraft themselves) can be modified to the point where the 
number of tools and maintenance equipment to be transported can be 
kept to a minimum. Simplification of the training required for the 
men who operate the maintenance equipment and tools will result 
also from any such standardization. 


2. AIR FORCE PRODUCTION COMMITTEES 


B-47 Production Committee 
Approved by the Attorney General June 28, 1951. 

The B-—47 is a six-engine jet bomber selected as one of the basic 
aircraft types around which to build Air Force strength. Its design 
was quite radical when introduced, and it bore little resemblance to 
the piston-powered aircraft of World War ITI. 
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At time of approval of this Committee, the Air Force believed it 
essential that the B-47 medium bomber go into production as rapidly 
as possible at each of three different sources of supply. The Boeing 
Airplane Co. had designed and developed this aircraft, and it was to 
continue to design and develop changes and improvements and 
modified versions thereof, including reconnaissance versions. Prime 
contracts had also been let to Lockheed Aircraft Corp. and Douglas 
Aircraft Co., Inc. 

The Air Force desired to organize a production Committee through 
which Douglas and Loc -kheed could rapidly be indoctrinated by 
Boeing with the technical know-how to meet the production schedule. 

The Air Force has recently written us asking us to continue this 
Committee in operation until final deliveries are made, which are not 
scheduled to take place until November of next year. Since it is 
expected that design and engineering changes will continue until that 
time, I have agreed to a continuation of this Committee until that 
date. This letter also sets forth certain accomplishments of this 
Committee: 

“Tt is our considered opinion that the Committee performed a service of the 
greatest value and that, in the absence of its control and coordination, the same 
or even comparable results could not have been obtained. Its principal accom- 
plishment was to assure a more rapid and more adequate flow of technical in- 
formation, so that the operations of Douglas and Lockheed were more rapidly 
phased into the production program. We saved time when time was the decisive 
factor. There were definite economies, particularly in the area of master tooling. 
The vital objective of complete interchangeability was achieved and maintained 
from the very outset.” 

J-57 Production Committee 
Approved by the Attorney General, October 6, 1955. 


The J—57 jet engine was recently developed by Pratt & Whitney 
Division of United Aircraft Corp. It appears that Pratt & Whitney 
alone is unable to produce these engines in the quantities required by 
the Air Force. A production committee has therefore been approved 
by this Office on October 6, 1955 to permit representatives of Pratt & 
Whitney to meet with representatives of the Ford Motor Co. and of 
the Air Force and Navy to coordinate the efforts of the two contrac- 
tors. In this manner it is expected that production may be accelerated 
and the engine and its component parts be made completely inter- 
changeable. 

Invitations to participate in this agreement were only issued under 
date of October 13, 1955. As a result, no accomplishments can be 
detailed for this Committee. 


3. MISCELLANEOUS AGREEMENTS 


Classified USIA Agreement 
Approved by the Attorney General, January 19, 1951. 


This agreement was approved by the Attorney General on January 
19, 1951. Its present sponsor is the United States Infor-nation 
Agency, and its mission is in fulfillment of the statutory autl ority 
of that Agency. Disclosure of the exact nature of this agreement is 
considered by the USIA to endanger the national security. The 
President’s delegate has agreed with this conclusion and has exercised 
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his discretion under section 708 to refrain from publishing this volun- 
tary agreement in the Federal Register. For that reason no descrip- 
tion of the agreement will be given in this report. It has, however, 
been reviewed by this Office and was the subject of consultations be- 
tween this Office and the Office of Defense Mobilization and the 
United States Information Agency. As a result of this review, I have 
determined that its probable benefits to the national defense outweigh 
its possible effects upon the competitive free-enterprise system. 


Contribution of Tanker Capacity, Foreign Petroleum Supply Committee 


Both of the above two Committees are discussed in the main body 
of this report, part V. 


4. SMALL BUSINESS PRODUCTION POOLS 


General Tire Production Pool, Inc. 

Allied Specialties Co. 

Wyoming Valley Manufacturers Pool, Inc. 
Allied Construction Contractors. 

A discussion of the accomplishments of these pools is considered 
unnecessary in view of their limited activity. However, reference is 
made to Report of the Attorney General pursuant to section 708 (e) 
of Public Law 774, 81st Congress, to the President and the Congress, 
dated April 8, 1954, for a general discussion of typical small-business 
production pool activity. The last two named were formed under the 
Small Business Act of 1953. 


AprpEenpDIx B. VoLuNTARY AGREEMENTS No LONGER IN EFFECT 
1. VOLUNTARY AGREEMENTS WITHDRAWN BY PRESIDENT’S DELEGATE 
(a) ARMY INTEGRATION COMMITTEES 


Optical Fire-Control Integration Committee 


Approved by the Attorney General February 5, 1951. Withdrawn by 
the President’s delegate December 29, 1953. 

Optical fire-control devices include tank, periscopes, and sighting 
equipment. Of these, the most important shortage involved was a 
newly designed optical rangefinder for tank installation. Each tank, 
for its vital first engaging shot to be effective, must have this complex 
rangefinder. The capacity to produce this and other optical fire- 
control devices in the quantities desired was beyond the capabilities 
of the optical industry in 1951, and it was necessary to persuade other 
industries to supplement this production. Through the medium of 
the Integration Committee these other manufacturers were enabled 
to get the benefits of the advice and assistance of the experienced 
producers. 

M-34 Modification Kit Integration Committee 
Approved by the Attorney General August 23, 1951. Withdrawn by 
the President’s delegate July 23, 1953. 

This kit enables the use of Navy 5-inch, high velocity aircraft 
rockets on Air Force jet fighter aircraft equipped with post launchers, 
which, after the rockets have been discharged, may be retracted into 
the wing (with a resultant drop in air resistance and increase in speed). 
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Army’s original contractors represented principally small-business 
concerns. Only one member had been successfully producing this kit. 
The Committee’s plan was to make this know-how available to the 
other contractors. (Army’s only other alternative was to transfer 
production to larger and more experienced manufacturing cor- 
porations. ) 

Provisions for exchange of scarce steel and aluminum between 
members, exchange of research, and technical experience concerning 
substitute materials (in the event that the steel and aluminum should 
become unattainable) were also contained in the Committee program. 


Hydrogen Thyratron Tube Integration Committee 


Approved by the Attorney General April 7, 1952. Withdrawn by the 
President’s delegate March 14, 1955. 

This electronic tube is used for switching the direct current power 
supply to the magnetron in radar and similar equipment. The only 
tubes produced in quantity at the time of formation of this Committee 
were incapable of handling the peak power and the recycling rate 
demanded by the latest long-range military equipment. Production 
of superior tubes was undertaken by various contractors on a “cut 
and try,” hand-built basis. Through the Committee it was hoped to 
minimize duplication of exploratory research and to expedite the 
successful mass production by all contractors of a tube with the 
required characteristics. 


Shell Loadw g Integration Committee 


Approved by the Attorney General December 13, 1951. Withdrawn by 
the President’s delegate July 8, 1953, 

This Integration Committee no longer exists under this title. The 
request to participate was officially withdrawn by the Director of the 
Office 6f Defense Mobilization as a more inclusive Committee, entitled 
“Ammunition Loading,’ was approved on July 15, 1953. The 
Ammunition Loading Committee required the participation of the 
same members as the Shell Loading Committee. In effect, the later 
Committee expanded the scope aud superseded the older Committee. 
The present Ammunition Committee is being continued and is de- 
scribed in appendix A of this report. 


50 Caliber Machinegun Integration Committee 


Approved by the Attorney General January 3, 1952. Withdrawn by the 
President’s delegate July 16, 1953, 

When this plan was approved by this office, the Government-owned 
Springficld Armory was the only manufacturing plant in the United 
States equipped to manufacture this machinegun. The World 
War II manufacturers no longer possessed the equipment to make 
the: complete gun. Other potential manufacturers were seriously 
handicapped by lack of equipment. Moreover, there did not exist 
in the industrial reserve of the Army the necessary machine tools. 
It was hoped through the exchange of existing machine tools, and the 
furnishing of the more complex parts to the contractors by the Govern- 
ment, that the manufacture of component parts (to be assembled into 
the complete gun by the contractor members) could be achieved by 
the members with maximum speed and efficiency and in the quantities 
required. 
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V T Fuzes Integration Committee 


Approved by the Attorney General January 31, 1952. Withdrawn by 
the President’s delegate May 5, 1954. 

Exercising the discretion authorized by section 708 of the Defense 
Production Act, the President’s delegate refrained from publishing 
details of this Committee in the Federal Register for sec urity reasons. 
For the same reason, the activities of this Committee will not be 
discussed in this report. However, at the time of its formation the 
President’s delegate was convinced of its importance to national 
defense. Its sponsor, the Army Ordnance Corps, feels that it success- 
fully accomplished the objectives for which it was formed. 


United States Rifle, Caliber 30 M1 Integration Committee 
Approved by the Attorney General June 3, 1952. Withdrawn by the 
President’s delegate July 16, 1953. 

This Weapon is the standard infantry rifle of the Army and the 
Marine Corps. It is also used by the Navy and the Air Force. 

The dependability, durability, and firing performance of the rifle 
are determined both by the design of the components and of the com- 
plete rifle. Large numbers of critical machine tools, of standard and 
special design, were necessary for its manufacture. At the time this 
agreement was approved, only the Government’s Springfield Armory 
was capable of producing this weapon. However, its productive 
capacity was overtaxed by the increased production of aircraft machine 
guns then in manufacture at Springfield. Additional contractors were 
brought in and the Committee was established. The scarcity of 
machine tools and heat-treating equipment made nec essary an inter- 
change of equipment between contractors, as well as close coordination 
of manufacturing problems between the members. 


20 MM. Automatic Aircraft Guns Integration Committee 
Approved by the Attorney General June 11, 1952. Withdrawn by the 
President’s delegate September 19, 1953. 

When this agreement was approved there existed 2 types of 20 mm. 
automatic aircraft guns. The M3 was the standard automatic air- 
borne gun of the Naval air service. The M2 4 Al was the standard 
gun of the Air Force. These two models were developed from a 
common design and shared many common components. The M3 
model] fired ammunition provided with primers ignited by mechanical 
means. The M2 4 Al model fired ammunition employing primers 
ignited by electrical means. There were several Government arsenals 
capable of adapting, from World War II models, the modern highly 
developed gun. Until 1950, however, no manufacturing plant, in- 
cluding the Government arsenals, was capable of producing the com- 
plete gun. This inability resulted lar gely from the machine-tool 
shortage. This Committee was formed to make the maximum use of 
the machine tools existing in the plants of the various contractors and 
in the Army’s Industrial Reserve to achieve the required volume of 
complete 20 mm. automatic aircraft guns. 
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(b) PRODUCTION COMMITTEES 


J-47 Production Committee 


ay ig ve by the Attorney General December 7, 1951. Withdrawn by 
the President’s delegate September 10, 1955. 

The J-47 jet engine is used to power the F-86 fighter plane, the 
B-47 and some B-36 bomber aircraft. The engine was developed by 
the General Electric Co. which had, when this plan was approved, met 
15 percent of total requirements. No other jet-engine manufacturer 
had at that time the open capacity to meet the other 85 percent. The 
Packard Motor Car Co. and Studebaker Corp., although enjoying 
good records in the production of piston-type aircraft engines, had no 
experience in the production of jet engines. 

Through the Committee it was possible for General Electric to 
render the technical assistance to Packard and Studebaker so that all 
deliveries of the J-47 engine under the prime contracts were effected. 


N-9 Gun Camera Production Committee 


Approved by the Attorney General December 21, 1951. Withdrawn by 
the President’s delegate November 27, 1953. 

Requirements of the Air Force and the Navy called for 21,000 N-9 
cameras at the time of the approval by this office of the N-9 Gun 
Camera Production Committee. It was planned to install these 
cameras on aircraft then in production, and also on fighter- and 
training-type aircraft then in use. The Air Force, for itself and as 
purchasing agent for the Navy, considered five prime sources of supply 
necessary to meet these requirements. (At that time there were only 
two N-9 cameras in existence, both built by hand by one of the 
prospective members of this Committee.) 

On November 27, 1953, this office was notified by the Office of 
Defense Mobilization that it was withdrawing the outstanding 
requests for participation in the formation and activities of the N-9 
Gun Camera Production Committee. This step was considered 
necessary as the one company vital to Committee activity did not 
accept membership. Since this Committee never met nor functioned, 
no publication was made in the Federal Register. 


F-84 Production Committee 


Approved by the Attorney General March 24, 1954. Withdrawn by the 
President’s delegate September 10, 1955. 

The F-84 fighter was developed by the Republic Aviation Corp. 
The Air Force deemed it essential to establish a production source in 
addition to Republic. Consequently, a prime F—84 contract was also 
awarded to General Motors (at its Kansas City Buick-Oldsmobile- 
Pontiac division plant) early in 1951. The education of General 
Motors in the production technology of the F-84 was first attempted 
through a technical assistance agreement between Republic and 
General Motors. The agreement was not satisfactory and the 
objective of interchangeability was not successfully achieved. A 
Production Committee was therefore initiated by the Air Force, which 
has advised us that this Committee succeeded in accomplishing its 
program. The problem of sufficient technical assistance to General 
Motors was solved, interchangeability was promptly achieved, and 
an unsatisfactory situation relating to tooling was adjusted. 
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(€) MISCELLANEOUS COMMITTEES 


Stabilization of Steel Prices 


Approved by the Attorney General January 17, 1951): “Withdrawn by 
the President’s delegate March 17, 1953. 

The Attorney General, at the request of the Economic Stabilization 
Agency, approved a plan whereby the members of the iromand steel 
mill industry agreed voluntarily not to raise the price of a specified list 
of steel-mill products over the price in effect on January 15, 1951, 
without first giving notice to the Economic Stabilization Agency 20 
days in advance of the effective date of such increase. Every known 
member of the industry received a copy of this request, with a notation 
that each member sign the request to indicate approval and return it 
to the Economic Stabilization Agency. Substantially all of the 
members of the industry complied with this letter. On March 17, 
1953, the requests of the Economic Stabilization Agency were with- 
drawn, and the agreement was terminated in compliance with the 
President’s directive for orderly termination.of price controls by April 
30, 1953. 


Voluntary Credit Restraint 


Approved by the Attorney General March 9, 1951. Withdrawn by the 
President’s delegate May 5, 1952. 

This voluntary agreement was initiated by the Board of Governors 
of the Federal Reserve System. The program authorized the estab- 
lishment, on a nationwide basis, of a Voluntary Credit Restraint 
Committee composed of representatives of bankers, life-insurance 
companies, and investment bankers. 

The principal purpose of this agreement was to retard a then infla- 
tionary spiral by encouraging lending institutions to limit the extension 
of credit to only those loans which were necessary to the national 
defense or essential to the civilian economy. The agreement set 
forth standards to be used as guides by lending institutions and sub- 
committees to determine whether a particular loan would conform 
to the principles of the agreement. 

Foreign Petroleum Agreements 
(1) Voluntary Agreement Relating to Foreign Supply of Petroleum 
to Friendly Foreign Nations 
Approved by the Attorney General June 26, 1951. Disapproved 
by the Attorney General January 16, 1953. Withdrawn by the 
President’s delegate May 2, 1953. 

In 1951, a serious emergency was created in the free world’s petro- 
leum-supply situation by the shutdown of the petroleum producing 
and refining facilities in Iran. 

There was urged upon this office the immediate approval of an 
emergency plan to meet this critical shortage through the joint activity 
of American petroleum corporations engaged in overseas operations. 
This plan authorized the formation of a Foreign Petroleum Supply 
Committee and various subcommittees for the purpose of finding and 
channeling petroleum supplies to shortage areas, and making recom- 
mendations to meet the emergency shortage resulting from the 
Iranian crisis. Another function of the Committee was to make sur- 
veys, obtain analyses, and maintain current information respecting 
foreign petroleum operations. 
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(2) Plan of action No. 1 


Approved by the Attorney General August 2, 1951. Withdraw: 
by the President’s delegate September 6, 1952. 

Pursuant to the basic plan, plan of action No. 1 was established, 
which authorized specific action directed at compensating for the 
Iranian oil deficit by permitting cooperative action amongst the Com- 
mittee members in the fields of production, refining, transportation 
and distribution of petroleum and petroleum products throughout the 
free world. 

The obvious necessity for prompt action required certain compro- 
mises by the Department of Justice, as well as the omission of certain 
safeguards normally required by this office. 

On July 8, 1952, the Secretary of the Interior advised the Attorney 
General that the emergency situation necessitating plan of action No. | 
had sufficiently improved to warrant termination of this plan. He did 
not, however, terminate the basic agreement. 

On January 16, 1953, the then Attorney General withdrew his 
approval of the basic voluntary agreement, over the objection of the 
Petroleum Administrator for Defense and other Government agencies, 
as he felt its continued operation to accomplish the normal objectives 
of PAD was no longer justified with the passing of the Lranian crisis. 
Moreover, the Committee’s powers were broader than those permitted 
in other voluntary agreements, as such powers included the gathering 
of business information from competing enterprises, the employment 
of its own non-Government staff, and the conduct of its proceedings 
under the direction of an industry chairman rather than a Govern- 
ment employee. The oil companies discontinued operations under 
the agreement following withdrawal of approval by the Attorney 
General. 

Warehousemen’s Associations 
Chicago: Approved by the Attorney General March 21, 1952. With- 
drawn by the President’s delegate February 17, 1954. 
New York: Approved by the Attorney General May 23, 1952. With- 
drawn by the President’s delegate February 25, 1954. 
Philadelphia: Approved by the Attorney General May 27, 1952. With- 
drawn by the President’s delegate April 25, 1955. 

These three voluntary agreements were initiated by the Defense 
Transport Administration, sponsored by the Munitions Board and 
formally requested by the Defense Production Administrator for the 
purpose of assuring adequate storage space for Department of Defense 
needs in the municipal areas involved, namely: Chicago, New York, 
and Philadelphia. Under these plans a fixed percentage of the total 
occupiable space of the members of the associations would be made 
available to the Department of Defense at rates to be approved by 
the Office of Price Stabilization. In return for this guaranty, all 
Government storage business in the area would be offered to the 
association. Any warehouseman in the area meeting Government 
standards could become a member, and none could be involuntarily 
removed from membership without prior approval in writing by a 
Government representative. The usual antitrust safeguards calling 
for Government control and supervision of the operations of the 
associations were incorporated in the plans. 
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Saving of Newsprint by Boston Newspapers 
Approved by the Attorney General September 21, 1951. Withdrawn by 
the President’s delegate July 31, 1952. 

In 1951 there was an acute shortage of newsprint. This situation 
not only worked a hardship on the smaller news companies in this 
country but also was felt abroad. The State Department also was 
anxious that newsprint be made available for dissemination of in- 
formation to all countries of the free world. A traditional but waste- 
ful practice of the newspaper industry consists in publishing more 
newspapers (and placing them on the newsstands and with street 
vendors) than are expected to be sold. In the city of Boston alone 
it was estimated at that time that this practice resulted in a wastage 
of 18,739 tons of newsprint annually. 

At the request of the Defense Production Administration, it was 
decided to try out in Boston a plan, to be followed, if successful, in 
other cities, whereby the daily newspapers would agree to restrict the 
number of “returns” to be printed each day. An agreement to that 
effect by the Boston daily newspapers was approved by the Attorney 
General. 

Incorporated in the plan was a requirement that the participants 
submit periodic reports to the Defense Production Administration, 
indicating the effectiveness of this conservation program. The pur- 
pose of this requirement was twofold. First, since the agreement was 
a model agreement, the report would indicate whether it was advisable 
to extend this plan into other metropolitan areas. Second, the report 
would serve as an antitrust safeguard and enable this Department to 
ascertain whether antitrust law violations were being kept to the 
minimum, consistent with the objectives of the Defense Production 
Act. 

On July 31, 1952, the Defense Production Administrator, having 
failed to obtain from the participants in this plan permission to make 
their reports available to the Department of Justice, withdrew his 
request and the plan was abandoned. 


(D) SMALL BUSINESS PRODUCTION POOLS 


The following small business production pools have been dissolved 
by the withdrawal of “requests to participate” by the Director of the 
Small Business Administration: 


Coordinated Manufacturers of Santa Clara County, Inc. 
*Peoria Consolidated Manufacturers, Inc. 

Central California War Industries, Inc. 

Mil-Fin, Ine. 

Florida Wood Cooperative 

Consolidated Industries Defense Production Pool, Inc. 
Engravers Production Group of New York 

Woodworking Defense Production Pool of New York Area 
Small Plants Associates of Philadelphia 

Albuquerque Production Pool, Ine. 


*Withdrawal of the request to tnis poo) will be made upon completion of bankruptcy proceedings. 
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2. VOLUNTARY AGREEMENTS DEACTIVATED BY SPONSORING AGENCY 
(A) ARMY INTEGRATION COMMITTEES 


M48 Type Fuzes Integration Committee 
Approved by the Attorney General October 2, 1951. 


This fuze is required in approximately 60 to 70 percent of all 
artillery rounds in sizes from 75 mm. through 240 mm. It controls 
the detonation of the projectiles, and it may be set to operate either 
superquick or by delayed action. In the latter situation the fuze 
must be able to withstand the impact without detonating until the 
necessary time delay has taken place. In addition, the fuze is 
subjected to terrific forces in the firing of the weapon. (These are 
described as being equivalent to dropping the fuze onto a steel plate 
from a height of 50 feet and subjecting it to a rotational rate as high 
as 25,000 r. p. m.) 

The production of the 35 metal parts required for this fuze, and in 
the quantities on order at the time of the approval of this Committee 
(over 1 billion parts), necessitated a high percentage of subcontracting 
spread throughout industry, both among large and small firms. The 
necessary interchange of parts between suppliers obviously required 
a high degree of uniformity of design, production, and inspection. It 
was felt by the Ordnance Corps that only through an integration 
committee could exchanges of know-how, materials and machine tools 
be accomplished to obtain prompt mass production by all member- 
contractors, and subcontractors. This Committee has accomplished 
its purpose and is now being deactivated. 


4.2-inch Motor Shell Integration Committee 
Approved by the Attorney General September 26, 1951. 


The 4.2-inch mortar shell is utilized in a rifled mortar. Its manu- 
facture is complicated, as the shell must be designed to drop freely 
into the mortar tube and, upon striking the bottom, expand and 
engage the rifling which provide the rotation. 

At the time this plan was approved, the Ordnance Corps had just 
completed redesigning several of the parts of this shell to: (1) assure 
greater safety and reliability, (2) permit the use of improved fuzes, 
and (3) permit firing at an increased rate (made possible by a newly 
designed mortar). Adapting these changes to mass production was 
a problem common to all proposed members of this ‘‘»mmittee, which 
represented both small and large manufacturers. 1i was felt that 
mass production of this fuze could be accomplished speedily only by 
exchanging know-how and production techniques among all con- 
tractors. 


M21 A 4 Booster Integration Committee 
Approved by the Attorney General September 26, 1951, 


The M21 A 4 booster is a mechanism for amplifying the fuze portion 
of the explosive train, necessary in order to insure high-order detona- 
tion of the comparatively insensitive bursting charge of the projectile. 
It is used in all high explosive artillery shells from 75 mm. through 
240 mm. In addition, this booster acts as a safety mechanism which 
physically interrupts the explosive train so that, if one of the sensitive 
explosive elements should accidentally or spontaneously fire during 








34 REVIEW OF VOLUNTARY AGREEMENT PROGRAM 


handling, storage, or in the gun bore, premature explosion of the 
shell is prevented. This booster must withstand the same terrific 
forces described earlier in connection with the M48 type fuze. 

The Committee was considered essential for various reasons. The 
members of the Committee represented both large and small business, 
as production of the booster required extensive subcontracting. 
Uniformity of design and production was essential, particularly in 
view of the necessary interchange of parts between suppliers. To 
attain this, inspection had to be adequate and applied uniformly. 
Moreover, no prime contractor furnished the completed booster to the 
Government. The body assembly, booster cap, rotor, and rotor 
cover were delivered by the various contractors to Government- 
owned plants, where loading and final assembly was accomplished. 
At the time this Committee was approved, shortages also existed, 
both in materials and machine tools. 

This Integration Committee assisted the various members manu- 
facturing the booster’s 20 metal parts to solve these problems and 
obtain the maximum production necessary to produce the boosters 
on a scale sufficient to meet the emergency. 


20 MM. Cartridge Cases Integration Committee 
Approved by the Attorney General March 24, 1952. 


The 20 mm. cartridge is utilized by the Navy and the Air Force in 
fighter and bomber aircraft. Obviously, any departure from absolute 
conformity in the manufacture of these cartridge cases would result 
in the stoppage of the gun from which fired. The problem of uni- 
formity of manufacture was-aggravated by the fact that there was 
little uniformity of machinery in the plants of the various contractors. 
Due to the shortage of machine tools at that time, it was hoped that 
through the use of this Integration Committee, the necessary uni- 
formity could be achieved without having uniform machinery. 

Another challenge to this Committee was the then existing shortage 
of copper. Experimental production of steel cartridge cases during 
World War II had not been entirely successful. At the time of the 
approval of this Committee, steps had been taken to install a pilot 
plant to produce steel cases on an educational order. If these experi- 
ments proved successful, the Committee planned to mass-produce 
steel cartridge cases in all plants of the participants. 


20 Millimeter Projectiles and Fuzes Integration Committee 
Approved by the Attorney General March 21, 1952. 


While the cartridge case for 20 mm. ammunition remains the same 
for all types, the projectile itself varies, depending upon the use for 
which it is designed, namely, high explosive incendiary, incendiary, 
target practice, armor piercing tracer, and armor piercing incendiary. 
In general, however, each projectile is composed of a metal body, 
with either a fuze or a false nose (windshield) and a gilding metal 
rotating band. The metal body may be solid steel, either of armor 
piercing quality or of ordinary quality for target-practice projectiles. 
Other projectiles have various shaped cavities which contain the 
chemical incendiary, explosive, and tracer charges, singly or in com- 
bination. 
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The 20 mm. fuze is approximately the size of a thimble but contains 
a unique chemical device for detonating the explosive-laden projectile 
upon impact with a target, even a target as thin as the aluminum 
skin of an enemy aircraft. . This tiny fuze contains a firing pin, a 
brass ball containing the detonator, a booster, a centrifugally released 
safety spring, and the booster charge. 

Projectiles and fuzes were fabricated by different manufacturers 
and shipped to a Government-owned contractor-operated loading 
plant for loading with the explosive elements and for final assembly. 
Lack of uniformity and standardization increased the problems of the 
loading plants. Since the available machine tools, dies, jigs, and 
fixtures in the plants of the manufacturers were of different makes, 
and the existing shortage of machine tools prevented complete stand- 
ardization, it was highly desirable to standardize, insofar as possible, 
all detailed procedures, as well as the interpretations placed upon all 
drawings and specifications. By this Committee’s activity, such 
standardization was achieved. 


3. EXPIRED VOLUNTARY AGREEMENTS 
(C) MISCELLANEOUS AGREEMENTS 
Heating oil supply to east coast 
Approved by the Attorney General February 15, 1952. Expired by its 
own terms April 30, 1952. Withdrawn by the President’s delegate 
September 6, 1952. 

Forecasts of demand for heating oil indicated that there might be 
a shortage of approximately 6 million barrels of oil for the 1951-52 
winter in the New England-North Atlantic States. This potential 
shortage arose from economic dislocations which had prevented the 
production, acquisition, and transportation of required additional 
quantities of heating oil needed in the affected areas. 

Under this agreement the 12 participating petroleum companies 
agreed to provide heating oil, at the direction of the Petroleum 
Administration for Defense, over and above their regular commitments 
to their own east coast customers, in quantities sufficient to make up 
supply shortages to a maximum of 2,930,000 barrels. 

The companies sold the oil at east coast ceiling prices, which were 
below the costs of producing, acquiring, and transporting the oil. 
The Petroleum Administration for Defense estimated that the com- 
panies, as a result, sustained a substantial out-of-pocket loss. Through 
this Committee, however, the needs of all oil customers were met 
during this period. 
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4, VOLUNTARY AGREEMENTS DISAPPROVED BY THE ATTORNEY GENERAL 
(D) SMALL-BUSINESS PRODUCTION POOLS 


The following small-business production pools are in the process of 
being disapproved by the Attorney General: 


Omaha Industries 

Greater New York Manufacturing Pool 
Illinois Manufacturers Defense Pool, Inc. 
Specified Finishes, Inc. 

Dade County Industries, Inc. 

Small Manufacturers Cooperative 

Metal Products Co. Production Pool 
National Production Pool 

Tri-State Defense Industries, Inc. 

Antico Pool 

Burlington Industries Pool 

Wisconsin Manufacturers Defense Pool, Inc. 
Gulf Coast Production Pool 

Federated Facilities, Inc. 

United Western Manufacturers, Inc. 
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REPORT OF THE ATTORNEY GENERAL PURSUANT TO 
SECTION 708 (E) OF THE DEFENSE PRODUCTION ACT 
OF 1950, AS AMENDED 

FreBruary 9, 1956. 


To the President of the United States of America and the Senate and 
House of Representatives of the United States of America in Congress 
Assembled: 

I have the honor to submit a second report for the fiscal year 1955-56 

in compliance with section 708 (e) of the Defense Production Act of 
1950, as amended. That provision directs the Attorney General to 
make— 
* * * surveys for the purpose of determining any factors which may tend to 
eliminate competition, create or strengthen monopolies, injure small business, or 
otherwise promote undue concentration of economic power in the course of the 
administration of this Act. Such surveys, and the reports hereafter required, 
shall include studies of the voluntary agreements and programs authorized by this 
section. The Attorney General shall submit to the Congress and the President 
within ninety days after the approval of this Act, and at least once every three 
months, reports setting forth the results of such surveys and including such 
recommendations as he may deem desirable, 

Pursuant to this requirement, this report details in two sections 
(1) a preliminary survey of the effect of grants of accelerated tax- 
amortization certificates for defense-production facilities on con- 
centration of economic power in the domestic petroleum industry ; and 
(2) this Department’s continued review under section 708 (b) and (e) 
of all outstanding voluntary agreements. 

This survey, first, focuses on one industry with an eye toward some 
appraisal of the competitive effects of the rapid tax amortization 
program. On the basis of our limited study, it does not appear that 
issuance of these certificates has tended to promote undue concentra- 
tion of economic power in the petroleum industry. Indeed, it suggests 
that to a limited extent this program has inclined in favor of smaller 
concerns in this industry. 

This report, second, describes (a) this Department’s review and 
determination, required by new section 708 (b), of the two outstanding 
voluntary agreements not resolved in my previous report of November 
9, 1955; (6) the present status of all other outstanding voluntary agree- 
ments; and (c) the expansion of participation in certain voluntary 
agreements to provide for additional standby members, as contem- 
plated in the earlier report (pp. 16-17). 


I. Tax AMORTIZATION CERTIFICATES IN THE PETROLEUM INDUSTRY 
A. PURPOSES AND LIMITATIONS OF THE SURVEY 


The beginning in 1950 of the accelerated tax-amortization program 
raised fears in some quarters of an increase in industrial concentration. 
A similar World War II program involving “certificates of necessity” ! 


126 U.S. C. (1946 ed.) 124. 
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had evoked criticism for its excessive grants to large business ? and for 
the “legal profiteering” which, some claimed, it aided.* Consequently, 
in 1951 the chairman of the Joint Committee on Defense Production 
expressed the concern that increased use of these special tax privileges 
under this new program might favor the dominant companies at the 
expense of smaller competitors. With such concern in mind, this 
survey focuses on one segment of our economy to gage accelerated 
amortization’s effect on concentration. 

Authority to grant rapid tax amortization certificates rests upon the 
internal revenue laws (26 U.S. C. 168). This authority, however, 
exists to aid “the objectives of the Defense Production Act.’”’> From 
the beginning of the 1950 defense build-up, the grant of these certifi- 
cates has been deemed one of the principal incentives for expansion of 
production facilities necessary for defense. Toward this end, their 
use has been extensive: certificates have been issued with respect to 
some portion of facilities valued at more than $33 billion, 60 percent 
of which was thought to be directly related to defense. From this it 
seems clear that this program is among “factors [important] * * * in 
the course of the administration of this act,’’ which section 708 (e)’ of 
the Defense Production Act directs the Attorney General to survey. 

The size and importance of the certificate program,’ coupled with 
obvious time and manpower limitations, made impossible a detailed 
study of the program’s competitive effect on all industries. Analysis 
of one important segment of industry affected by the program, the 
domestic petroleum ‘industry, may, nonetheless, provide some begin- 
ning basis for broader appr aisal. That industry, constantly expanding 
affects directly and indirectly the whole economy. Moreover, it his- 
torically has displayed strong tendencies toward concentration and 
antitrust abuse. Finally, the number of certificates issued in this indus- 
try, although sufficiently large to afford some basis for evaluation of 
the whole tax amortization program, is not so large as to present a 
serious handling problem.* 

With this in mind, this survey treats, not the general administrative 
operation of the program,® but instead its effect on oil industry 
concentration. 


B. THE OPERATION OF THE TAX AMORTIZATION PROGRAM 


Section 216 of the Revenue Act of 1950 (64 Stat. 939) added section 
124A to the Internal Revenue Code, effective September 23, 1950, 
which was reenacted without substantial change as the present sec- 
tion 168 of the Internal Revenue Code of 1954 (26 U.S. C. 168). 
That legislation, patterned on a similar provision in effect during 
World War II, permits taxpayers to amortize “any emergency facility”’ 
on a 5-year basis, or to elect to use the standard bases requiring 


2 Economic Concentration and World War II, Report of the Smaller War Plants Corporation to the 
Senate Snrecial Committee on Problems of Small Business (79th Cong., 21 sess., 8S. Doc. No. 206, pp. 46-47.) 

8’ Additional Report of the Special Committee Investigating the National Defense Program (S. Rep. 
No. 440, pt. 6, 80th Cong., 21 sess., pp. 233-234.) 

4 Defense Production Act Progress Revort No. 8, Hearings before the Joint Committee on Defense Pro- 
duction (82d Cong., Ist sess., pp. 399-411). 

5 Statement of W. H. Harrison, Administrator, Defense Production Administration, Anril 12, 1951, De- 
fense Production Act Progress Report No. 8, Hearing before Joint Committee on Defense Production 
(82d Conc., Ist sess:, p. 402). Defense Production Act Progress Report No. 25 (8. Rept. No. 154, 83d 
Cong., Ist sess., p. 3.) 

¢ Information supplied by the Office of Defense Mobilization as of December 31, 1955 

7 More than 20,000 certificates have been issued since 1950. 

§ py ore ly 1,500 certificates issued in this industry are involved in this study. 

* A detailed review of procedures, objectives and perf rmance under the tax amortization program as of 
1953 appears in Defense Production Act Progress Report No. 25 (S. Rept. No. 154, 88d Cong., Ist sess.) 
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amortization over a longer period." Emergency facilities are those 
certified by that agency designated by the President by Executive 
order. Final certifying authority under the President rests with the 
Office of Defense Mobilization," to be exercised only after recommen- 
dation by the agency concerned with the relevant expansion of the 
mobilization base.” Since 1950 the Department of the Interior has 
borne responsibility for formulation of recommendations concerning 
the petroleum industry, both as to establishment of expansion goals 
and processing of individual tax certificate applications.’ Under 
section 168 of the I. R. C., only construction essential for the emer- 
gency may be certified, and the statute permits rapid write-off only of 
that portion of such construction directly required for defense." 

Basic goals for the petroleum industry have been constantly in- 
creased. Currently, the publicly announced goal for basic refining 
is 9 million barrels daily capacity as of January 1, 1957, compare ed 
to the 8,750,000 capacity which was the goal for January 1, 1956.’ 

Throughout the operation of this program, there has ‘been concern 
with the importance of preserving competitive conditions and retard- 
ing the growth of economic concentration in affected industries. From 
the begining, the Antitrust Division of this Department has advised 
on antitrust problems raised in the program. In 1951 the attention 
of the Director of the Office of Defense Mobilization was specifically 
directed to the importance of considering the broader problem of eco- 
nomic concentration in the issuance of tax certificates, so that these 
incentives might be operated to the fullest extent possible to broaden 
the base of productive capacity.'"® Though many applications in- 
volving specific antitrust problems were studied, this Department 
lacked” manpower to screen all applications with an eye toward any 
consequent antitrust implications. In any event, the grant of a tax 
amortization certificate in no way confers immunity from the normal 
operation of the antitrust laws. 

Considerations thus urged upon the agencies directly responsible 
for the program have been reflected in their regulations and directives. 
Those regulations require that, while determination of the certifia- 
bility of any facility and the percentage of its cost to be certified 
must be based primarily on its special relation to defense needs, basic 
percentages are subject to— 
adjustments upward or downward * * * on account of special factors such as 


size of enterprise, extent of integration, promotion of competition, new or im- 
proved technology, geographical location, and the relative expansion needed." 





© Sec. 167 of the Internal Revenue Code (26 U. 8S. C. 167) provides, for business or income-producing 
property, that, “There shall be allowed as a depreciation deduction a reasonable allowance for * * * ex- 
haustion, wear and tear (including a reasonable allowance for obsolescence) * * *’’ (sec. 147 (a)), which 
may be computed under any of the methods provided under sec. 167 (b). 

1! Following enactment of the Revenue Act of 1950, Executive Order No. 10172 of October 12, 1950 (3 
C. F. R., 1950 supp.) designated the Chairman of the National Security Resources Board as certifying 
authority, to act after recommendation by the departments and agencies previously assigned Defense 
Production Act responsibilities by Executive Order No. 10161 of September 9, 1950 (3 C. F. R., 1950 supp.) 
The certifying function was transferred to the Defense Production Administrator by Executive Order No 
10200 of January 3, 1951 (3 C. F. R., 1951 supp.). The reorganization of defense mobilization functions by 
Executive Order No. 10480 of August 14, 1953 (3 C. F. R., 1953 supp.) consolidated defense functions in the 
Office of Defense Mobilization, and designated the Director of that Office as certifying authorit: 

12 ODM regulation 1, sec. 4 (g), 32A C. F. R., 1954 revision, pp. 71, 74. DMO VII-5, 32A C. F. R., 1954 
revision, pp. 33-37. 

13 DMO I-13, 32A C. F. R., 1954 revision, p. 21 

14 ODM likewise is responsible for setting expansion goals, a continuous process of evaluation of supply 
and requirements information presented by the appropriate recommending agency—the Secretary of the 
Interior for the petroleum industry. Executive Order No. 10480 (3 C. F. R.,1953supp.). Information as 
to expansion goals which are open or closed is published in the Federal Register. DMO VII-6,32A C.F.R 
1954 revision. p. 37. 

18 Oil and Gas Journal, October 10, 1955, p. 133. 

16 First Report of the Attorney General under the Defense Production Act, December 7, 1959, pp. 18-21. 

17 DMO 11, 16 Federal Regulation 8098, Aug. 15, 1951. DMO III-1, sec. 4, 32A C. F. R., 1954, revised, 
p. 23. 
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Current regulations, issued by ODM with Presidential approval, 
provide that percentages of certification shall be fixed after considera- 
tion, along with defense needs, of factors such as— 
the historical background of the industry; * * * assistance to small business 
and the promotion of competitive enterprise; compliance with Government 
policies, e. g., manpower and dispersion; and other relevant factors.!8 

Whatever the exact worth ultimately ascribed, these certificates are 
considered incentives to business expansion. Even without an 
emergency certificate, a taxpayer is entitled to a depreciation deduc- 
tion for the value of the property in terms of its useful life. Emer- 
gency acceleration provides a greater deduction, but for fewer years. 
Assuming profit and tax rates are more or less constant, it thus delays 
but does not mitigate ultimate tax liability. The value of a certifi- 
cate to its recipient depends upon many variables to occur in the future 
and calculation in advance seems impracticable.’ However, the large 
numbers of certificates sought and used reflect the belief of the busi- 
ness community that the privilege conferred is valuable. Accord- 
ingly, it is assumed for the purposes of this report that the certificate 
program has to some imprecisely measurable degree influenced busi- 
ness expansion. 


C. THE TAX-AMORTIZATION CERTIFICATES ISSUED IN THE DOMESTIC 
PETROLEUM INDUSTRY 


To evaluate the pattern of the grant of tax amortization certificates 
in this industry, it was necessary to establish the relative position of 
companies within the industry in 1950, as the beginning of the tax- 
amortization program, and in 1954, as the last full year for which 
complete statistics are available. Our research indicated that, on 
the standard selected, 20 major oil companies dominated the industry 
in both years, in an approximate ratio of contiol of 80 for the major 
companies, to 20 for all other components of the industry. Compared 
to this ratio, however, the study indicates that the total tax-amortiza- 
tion certificates, both on the basis of total cost of the entire related 
facility and amount subject to amortization, were granted in an 
approximate ratio of 73 for the major companies, to 27 for the 
remaining companies. From this we conclude that the grant of 
certificates has favored the smaller companies somewhat above their 
industry share in 1950, although the continued dominance by the 20 
major companies indicates that the tendency has not yet produced 
substantial results. In any event, contrary to fears expressed by 
some at the program’s beginning, emergency amortization—at least 
in petroleum-—has not increased concentration. 

In compiling material relevant to this issue, exclusions have been 
made of considerations irrelevant to this study but which nonetheless 
seriously affect any conclusions to be drawn as to this industry in 
other contexts. We, therefore, focus on (1) the selection of an index 
of relative position in this industry, (2) the statistical materials 
included, and (3) the pattern of certificate issuance disclosed by the 
study. 





18 ODM regulation 1, sec. 3 (a), 32A C. F. R., 1954, revised, p. 73. 

18 Testimony of Secretary of the Treasury Humphrey, hearings before Subcommittte on Legal and Mone- 
tary Affairs, House Committee on Government Operations, 84th Cong., Ist sess., p. 73 et seq. A discussion 
of the conditions under which accelerated amortization may be a benefit appears in 29 Harvard Business 
Review, May 1951, p. 113. 
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(1) This report bases the relative position of the various companies 
in the domestic petroleum industry on the input of crude oil to 
refineries. All of the majors and a substantial number of independents 
are wholly integrated; they operate at all levels of the industry from 
exploration and discovery to marketing the finished products. So it 
is that measurements based on the number of employees or on available 
figures as to total assets or net income would not reflect adequately 
the relative operating importance of a company to all levels of the 
domestic industry. Some companies may show heavy concentration 
of employees or assets at various levels less significant to the entire 
industry than the refining operation, or in foreign operations not 
within the scope of this study; and, of course, as to assets, there are 
wide variances between companies in methods of valuing various 
types of property involved. Thus, available asset totals would not 
be fully comparative. 

Since petroleum is industrially useful only after refining, the 
relative importance of companies at the refinery level accordingly 
becomes the most significant basis of evaluating relative importance 
to the entire industry as a whole. The commonly accepted basis for 
comparing relative operating importance in refining is the amount 
of crude oil input, so-called crude runs to stills, which is used i 
this study.” 

A table compiled on this basis showing the relative importance of 
companies in the petroleum industry is attached as table I of the 
appendix to this report. That table indicates that in 1950, at the 
beginning of the tax-amortization program, 83.7 percent of the total 
crude oil processed in the United States was refined by 20 major com- 
panies, directly or through affiliates or subsidiaries. At the end of 
1954 the same 20 major companies had 82 percent of the total United 
States refinery runs, despite a substantial increase in that total over 
1950. Against this background of concentration this 1.7 percent 
drop in the control by these companies over the 4-year period seems 
of no great significance. As a result of this drop, however, other 
companies’ share in total refinery runs rose from 16.3 percent in 1950 
to 18 percent in 1954. 

A summary of this table, used in this study to measure the effects 
of tax certificate issuance, is as follows: 


SuMMARY TABLE 1.—Domestic refinery crude runs by oil companies for the years 
1950 and 1954 


| Percent of 
Crude runs to stills (in barrels) | United States 
| total 


| 


1950 | 1954 1950 | 1954 





‘ 
20 major companies 1, 754, 093,572 | 2,081, 825, 000 83.7 82.0 
All other companies Se Rae ietasktinlsol 340, 773, 428 | 457, 739, 000 16.3 18.0 


United States total | 2,094, 867, 000 | 2,539, 564,000 | 100.0 100. 0 


(2) This survey’s statistics relating to tax-amortization grants were 
assembled from a group of approximately 1,500 certificates covering 
emergency petroleum facilities, including refining plants (both basic 


0 Refinery capacity figures were referred to as an additional check. With some minor variations they 
indicate a pattern in general accord with the pattern displayed on the crude input basis. 
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refining and special operations, such as aviation gasoline), petroleum 
pipelines (both crude gathering as well as trunk and product lines), 
storage facilities, and the necessary auxiliary construction related to 
each such type of basic facility. The emergency facilities covered 
by the study carried an estimated cost of $3,798, 485,000, and the 
certificates issued authorized rapid tax amortization of a little more 
than half of that amount, or $1,988,421,000. 

In this group were included all grants for petroleum facilities during 
the years 1951-55, less those certificates which had expired without 
use, those withdrawn by the holders, and those which, while neither 
formally expired or withdrawn, were established as covering planned 
construction which for any reason was definitely abandoned. Excluded 
also were those certifications covering construction principally relating 
to natural gas production, processing, or transmission.” 

The certificates included were analyzed on a year-by-year basis 
in terms of the dollar amounts of the cost of facilities and the per- 
centage of each such facility allowed for rapid amortization. These 
amounts are estimated costs and are not corrected in terms of in- 
place cost.” Finally, no attempt was made to evaluate certificate 
issuance in terms of the geographical location of facilities. Such 
detailed analysis was beyond the scope of this general survey. 

(3) Analysis of the statistical base thus assembled reveals that the 
20 major oil companies, which had 83.7 percent of all crude runs to 
stills in 1950, received certificates with respect to new emergency 
facilities in a lesser ratio. The facilities certified between 1951 and 
1955 for the 20 major companies, on an estimated cost of the entire 
facility basis, represented 72.7 percent of the total certified under the 
program. Of the total cost of petroleum facilities which may be 
amortized within 5 years, some 73.2 percent is attributable to con- 
struction by the major companies, as against 26.8 percent by the 
remaining companies. 

The following summary table shows the total estimated cost of 
emergency facilities subject to the tax-amortization program, as 
between the 20 major oil companies and all other companies in the 
industry, and the percentage for each group: 


SumMary TABLE 2. a operant statement of tax amortization certificates issued 
during period 1951-55, by estimated cost of facilities (from table II of appendix) 


[Dollar amounts in thousands] 


20 major companies | All other companies | 

















Year _ a - ee ee a —| Total 
Cost Percent | Cost Percent | 

a a bi _ = — —— | —— — —EE 

NRC oath ooh ik, a 78.4 | $227, 972 | 21.6 | $1,057,322 
FAL eR 933, 223 | 75.2 306, 962 24.8 1, 240, 185 
Ss accceeicus oteeeeeesase ee 435, 437 | 69.3 | 192, 676 30.7 | 628, 113 
TO et ee do 328, 328 67.0 | 162, 028 | 33.0 490, 356 
SI dioie es aetna ad esd 235, 906 61.7 | 146, 603 38.3 | 382,509 
3] 3,708, 485 


SS oo cee ne _..-| 2768, 9465 72.7 | 1, 036, 241 27. 
| | | 





21 While the natural gas industry is necessarily an adjunct of the petroleum industry, its pattern of hold- 
ings varied somewhat from that in the oil industry, and comparative analysis presented special problems. 
Moreover, requests for certification in natural gas production or transmission were infrequent prior tu 
1954, due to Federal Power Commission rulings as to the computation of any tax-amortization grants to 
such companies in relation to their rate base. (Fourth Annual Report of the Activities of the Joint Com- 
mittee on Defense Production, H. Rept. No. 1, 84th Cong., Ist sess., p. 122.) Accordingly, to avoid serious 
ag ares ing analysis and to avoid distortion of the statistics for later years, these grants were not included 
in the study. 

22 If any substantial variance from estimated cost should occur, a supplementary certification must.be 
applied for and received, or the excess of cost over estimate included in the portion of the cost of the facility 
subject to amortization on the regular basis. 
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The yearly totals do not vary significantly from the 5-year total in 
distribution between the major companies and the others. The only 
noticeable variance is the initial higher percentage for the major 
companies, which may be explained by the greater readiness of those 
companies, with adequate technical staffs and capital, to take immedi- 
ate advantage of the privilege offered. That greater percentage, 
however, is offset by an equivalent advance by the smaller companies 
during later years. 

The distribution between the major and the other oil companies 
of the total facility cost eligible for rapid writeoff follows a similar 
pattern. The following table shows the amount of emergency facility 
cost subject to rapid amortization, for the years 1951 through 1955, 
distributed between the major and other companies: 


Summary TaBLe 3.—Comparative statement of tar amortization certificates issued 
' during period 1951-55, by estimated amounts subject to rapid amortization (from 
table II of appendix) 


(Dollar amounts in thousands] 


20 major companies All other companies 
Year ae . _ Total 

Amount | Percent Amount Percent 
pees eed ces $554, 352 76, 8 $167, 930 23. 2 $722, 283 
1952... culicae 4 402, 575 75.8 128, 341 24.2 530, 917 
Dees Schlitt Z | 207, 516 | 70.0 88, 801 30.0 206, 318 
Ms bf dz sakes ‘ ; ; 158, 328 | 66.3 80, 546 33.7 | 238, 874 
Ss «a teen ee : os" 132, 746 | 66.4 67, 284 33. 6 200, 030 


MUNG dads < cepicek .-ced-cdeddass | 1, 455, 518 73.2 532, 903 26.8 1, 988, 421 


A comparison of these tables indicates an advantage to the major 
companies in that they received a slightly higher percentage of the 
total to be amortized under the certificates (0.5 percent) than of the 
total value of facilities constructed, reflected in table 2. This does 
not indicate, however, that the major companies were allowed a 
higher amortization percentage than other companies on comparable 
facilities. Rather, it reflects the fact that various types of con- 
struction are certified at different percentages of cost, depending 
upon their special relation to defense needs. Facilities for the pro- 
duction of exclusively military products or those for which there is 
little or no civilian demand have customarily been certified at 100 
percent of cost. Much of this production involves special technical 
difficulties. Thus, a large share of such facilities have been erected 
by the companies with the larger technical resources. Pipelines, 
however, in which there was substantial construction activity by 
smaller concerns, have a lesser degree of exclusively defense utility 
and receive only a 25 percent certification. The effect of these 
differences in certification percentage is reflected in the minor vari- 
ations in the totals and the percentages calculated therefrom. 


D. CONCLUSIONS FROM TAX AMORTIZATION SURVEY 


As noted at the outset, this survey is no exhaustive analysis of all 
phases of the tax-amortization program. At best, it is a rough 
appraisal of the broad tendencies of that program based on study of 
one industry. This survey suggests that tax certificates have been 
issued to the dominant companies in a somewhat lesser ratio than their 
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1950 share of total production. To this extent, it has tended, though 
slightly, in favor of the smaller companies and in a direction favorable 
to a competitive economy. 

The major companies, nevertheless, have received by far the larger 
share. Considering the emergency nature of the program and the 
overriding necessities of national security it is designed to serve, ex- 
pansion of production is naturally sought from companies demonstra- 
bly capable of handling large-scale operations, regardless of the fact 
that they may be already dominant in production. In many instances 
in fact, there may be no practical alternative. Nevertheless, the nee 
to preserve the free competitive basis of our industrial economy is also 
urgent. That need is served only if incentive grants of any type go 
primarily to the smaller companies, except where immediate defense 
necessity otherwise requires. 


Il. VotunTARY AGREEMENTS UNDER THE DEFENSE PRopucTION AcT 


A. TWO VOLUNTARY AGREEMENTS NOT FULLY COVERED IN THE PRIOR 
REPORT 


The two voluntary agreements upon which determinations as to 
continued approval were pending at the time of my November 9, 
1955, report were described in that report. They are the Foreign 
Petroleum Supply Agreement (pp. 25-27) and the Contribution of 
Tanker Capacity Agreement (pp. 22-24). The importance of the 
potential contributions of these two agreements to the national 
defense and the opposite factors of serious anticompetitive possibili- 
ties forbade a hasty or arbitrary decision. 

1. Foreign Petroleum Supply Agreement 

After many conferences and a careful weighing of the defense 
needs of the above agreement against its anticompetitive aspects, a 
determination was reached that the agreement could not enjoy con- 
tinued approval in its present form. This Department has drafted 
revisions of the plan which would, in my opinion, lighten the anti- 
competitive features of the agreement without detracting seriously 
from its potential contributions to the national defense. As of the 
date of this report, conferences are still being held with the interested 
agencies with the aim of incorporating antitrust safeguards in the 
agreement. Agreement is imminent, and it is my hope to be able to 
submit a supplemental report covering the revised agreement within 
10 days. 

2. Contribution of tanker capacity agreement 

This voluntary agreement was approved by the Attorney General 
on January 23, 1951, and is more fully described in my prior report of 
November 9, 1955 (pp. 22-24). 

It is obvious that the voluntary tanker plan has been of great value 
to the United States for the period from January 1951 to March 1953 
in meeting national-defense requirements. The contribution of tanker 
capacity by the participants has not been required since that time, 
and no reasonable forecast can be made as to when such contribution 
may be again required for national-defense purposes. ‘The Maritime 
Telinletelinttiuay taouiwan; strongly urges that the voluntary tanker 


REVIEW OF VOLUNTARY AGREEMENT PROGRAM 


plan be continued for the contribution of tanker capacity for national- 
defense requirements in the event of a future emergency. 

On the other hand, the continuation of this agreement raises various 
antitrust problems. Although the plan provided in the agreement has 
not been in operation since the middle of 1953, the Tanker Require- 
ments Committee continues to meet. Copies of the minutes show 
that among the subjects discussed at these meetings were the num ber 
of privately owned tankers laid up or in an idle status, the number of 
Government-owned tankers laid up, the rates paid by the Military 
Sea Transportation Service for tanker charters and the state of com- 
pletion of charter arrangements made by the Military Sea Transporta- 
tion Service. 

The problem in this case resolves itself into a weighing of the con- 
tribution to the national defense of the potential and standby capacity 
of the participants against the exchange by the competitors of certain 
information as to the prices and capabilities of the industry. 

The Department of Justice bas had numerous conferences with 
representatives of the Maritime Administration, Office of Defense 
Mobilization, and National Shipping Authority as to the defense 
necessity for the continuation of this voluntary agreement, now vir- 
tually in a standby status, in full force and effect. 

After a complete evaluation of this particular voluntary agreement, 
I recognize the possibility that the operations of this program might 
at any moment become of considerable value to the national defense 
upon the recurrence of a tanker shortage. Moreover, if I disapprove 
this voluntary agreement, no similar agreement can be entered into 
under section 708 (b) of the Defense Production Act, as amended in 
1955, as this agreement is nonmilitary. On the other hand, I am 
desirous of eliminating any possibility of antitrust abuse by the mem- 
bers of the Committee meeting together during the present period of 
inactivity. 

I believe that a solution to this problem can be met by a revision 
of the plan itself. The voluntary agreement is short and written in 
simple language. After a study of the agreement, and after consul- 
tation with various officials of the Maritime Administration, I feel 
that by the addition of two paragraphs to the agreement the anti- 
trust factors present can be minimized. This can be accomplished 
by providing that no further meetings of the Tanker Requirements 
Committee can be held prior to a finding by the Maritime Adminis- 
trator, concurred in by the Director of the Office of Defense Mobili- 
zation, that an emergency exists in the tanker field. 

I have also added two criteria normally required in all voluntary 
agreements. These relate to agenda for and minutes of meetings. 
Although these criteria evidently have been followed in the past in 
the administration of this particular plan, I deem it advisable to 
specifically set forth these provisions in the revised plan. 

The Maritime Administrator has agreed to these proposed revisions. 
Formal incorporation of amendments to the agreement must await 
compliance with the procedures required by Section 708 of the De- 
fense Production Act. The interested agencies are, however, in 
informal agreement and publication of the revised agreement in the 
Federal Register should not long be delayed. 
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B. PRESENT STATUS OF OUTSTANDING VOLUNTARY AGREEMENTS 


There remain approved by the Attorney General 28 agreements. 
Since my last report, dated November 9, 1955, there has been ap- 
proved a small-business production pool,” the Huntington Production 
Pool. Thus, of the 28 agreements, 18 are Army integration com- 
mittees, 2 are Air Force production committees, 3 are miscellaneous 
agreements, and 5 are production pools. All of these except the new 
small-business production pool have been described in the prior 
report. 

We have reviewed the 18 Army Integration Committees and have 
consulted with the Department of the Army with respect thereto. 
I have been convinced thereby that the contributions to the national 
defense achieved by these Committees continues to outweigh their 
anticompetitive aspects. 

The five Integration Committees listed on pages 7-8 of my Novem- 
ber 9, 1955, report as being deactivated are no longer operative. 
Publication of formal withdrawal of the request by ODM is awaiting 
formal notification of each member by ODM. 

Of the two Air Force Production Committees, one, the J—57 Pro- 
duction Committee, has not yet been put into operation. The B—47 
Production Committee continues to function and to perform, according 
to the Department of the Air Force, a useful and valuable service. 

Two of the three miscellaneous agreements have been dealt with 
above. The remaining agreement sponsored by USIA is still of a 
classified nature. Our review of the agreement and consultation with 
iis sponsors has convinced me of the necessity for its continuance. 

Small business production pools were touched upon in my last report 
for the reason that that report dealt with the entire history of volun- 
tary agreements under section 708 of the Defense Production Act. 
Inasmuch as these pools now find their authorization in section 714 
of the Small Business Act, they will no longer be dealt with as Defense 
Production Act agreements in these reports. 


C. EXPANSION OF MEMBERSHIP IN ARMY INTEGRATION COMMITTEES 


As stated in my November 9, 1955, report (pp. 16-17), there has 
been discussed with Army representatives the possibility of opening 
membership on Army Integration Committees to all interested firms 
considered by the Army, within well-defined limits, to be capable of 
contributing additional production or pertinent technology. This 
change will not only permit membership in the committees of standby 
contractors, but will also reflect a 1955 amendment to section 708 (b) 
of the Defense Production Act wherein Congress now permits the 
exchange of information between actual or prospective contractors of 
military equipment. 

Informal agreement has been reached between representatives of 
the Army and of this Department as to suitable amendments to the 
existing Integration Committees in order to accomplish these results. 
These amendments are currently undergoing the formal procedures of 


23 Actually authorized by sec. 714 of the Small Business Act. 
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section 708 of the Defense Productio Act and publication thereof in 
the Federal Register will soon take place. 


Respectfully submitted. 


Wituiam P. Roagsrs, 
Acting Attorney General. 


APPENDIX 


TaBLE I.—Domestic refinery crude runs by major oil companies in comparison 


Company 


Standard (New Jersey) 
Socony-Vacuum 
Standard (Indiana) 
Gulf. __. a 

The Texas Co 

. ee eae 
Sinclair 


Standard (California) A 


Cities Service_____- 
Sun Oil___. 
Tide Water 
Atlantic Refining 
Phillips Let 
Union of California 
ET 
Standard (Ohio) 
Continental Oil Co 
Mid-Continent 
Skelly 
Ohio Oil. 


Total, above 20 companies - 


Other companies 


United States total 





Sources: U. S. Bureau of Mines for total crude runs to stills. 


! Excludes runs for other companies. 


with United States totals for the years 1950 and 1954 


Crude runs to stills (barrels) 


249, 660, 

172, 280, 

168, 656, 

163, 657, 

140, 325, 

ee 125, 215, 
110, 797, 
108, 441, 
76, 854, 

63, 432, 

58, 485, 

57, 948, 

56, 969, 

43, 461, 

42, 991, 

39, 721, 

29, 758, 

17, 843, 

14, 560, 

13, 034, 


1, 754, 093, 
340, 773, 


2, 094, 867, 


000 
000 
482 
000 
593 
000 
33* 
500 
000 


no | 


odd 
490 
000 
792 
000 


199 | 


517 
O85 
720 
904 
382 


a7 | 


ole 


428 


000 


to 


O00 
000 


O00 


35, 000 
2, 000 


000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 


000 | 
000 | 
000 | 


000 


000 | 


000 
i 


we © 


Pm -39 Oo = 


; 
oN 


nee 
ROO NS tO 
— 


mR ROR Nh WO 
ic*+c 
os et oes 


Percent of United 


10.4 


4 
v 


4.0 


3 


“Ww 


econ nwnn= 


Vwnz = 


82.0 


100.0 


Company data sources are as follows 


1950: National Petroleum News, May 30, 1951, p. 55; 1954: National Petroleum News, May 1955 Factbook 


Issue, p. 49. 
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TaBLe II.—Comparative statement of tax-amortization certificates issued during the 
5-year period, 1951-56 ' | 


(a) To 20 major oil companies (including their subsidiaries and affiliates), considered as an aggregate, and 
(b) to other oil companies 


ESTIMATED COST OF FACILITIES 


20 major companies 


(including affiliates) 2 Other oil companies | Total oil companies 


Year a _ -|——_—_——_;— 


Amount Percent Amount Percent | Amount | Percent 
(thousands); of total |(thousands)| of total |(thousands)} of total 


_ - ~ EES - - — eS 





1951 78.4 $227, 972 21.6 | $1,057, 322 100 
1952 75. 2 306, 962 24.8 1, 240, 185 100 
1953 69. 3 192, 676 30.7 | 628, 113 100 
1954 67.0 162, 028 33. 0 490, 356 100 
1955 61.7 146, 603 38.3 382, 509 | 100 
1951-55 72.7 | 1,036, 241 27.3 | 3,798, 485 100 


ESTIMATED AMOUNTS SUBJECT TO RAPID AMORTIZATION 


| | 
1951 | $554, 352 | 76.8 | $167,930 23.2 | $722, 283 100 
1952 , | 402, 57a | 75.8 128, 341 24,2 530, 917 100 
1953 ‘ steed | 207, 516 70.0 | 88, 801 30.0 | 296, 318 100 
1954 158, 328 66.3 80, 5446 33. 7 | 238, 874 100 
1955 132, 746 66. 4 67, 284 33.6 | 200, 030 100 
1951-55 | 1, 455, 518 | 73.2 


532, 903 26.8 | 1,988, 421 } 100 





1 The above tabluation is based on analysis of approximately 1,500 tax amortization certificates covering 
additional facilities in the fields of petroleum refining, alkylation plants, crude oil pipelines, petroleum 
product pipelines, and petroleum storage. Certificates which have expired or have been withdrawn are 
not included in the compilation. The amounts shown above are based on estimates set forth in the certif- 
icates. Actual costs of facilities and actual amounts subject to rapid amortization cannot be determined 
until construction has been completed. Items not certified, such as land, have been excluded from the 
estimated cost of facilities. 

2 For purposes of this tabulation, the following companies have heen included under this beading: 


Standard Oil Company (New Jersey): Standard Oil Co. of California 
Carter Oil Co. American Bitumuls & Asphalt Co. 
Esso Standard Oil Co. Col-Tex Refining Co. 

Ethyl] Corp. The California Oil Co. 
Humble Oil & Refining Co. Pasotex Pipe Line Co. 
Humble Pipe Line Co. Salt Lake Pipe Line Co. 

Socony Mobil Oil Co., Ine. Standard Oil Co. of Texas 

(Socony-Vacuum Oil Co., Inc.): Cities Service Co. 
General Petroleum Co. Cities Service Oil Co. 
General Petroleum Corp. Cities Service Pipe Line Co. 
Magnolia Petroleum Co. Cities Service Stations Corp. 
Magnolia Pipe Line Co. Cit-Con Oil Corp. 

Standard Oil Co. (Indiana) Sun Oil Co. 
American Oil Co. Sun Pipe Line Co. 
Pan American Refining Corp. Susquehanna Pipe Line Co. 
Pan American Pipe Line Co. Tide Water Associated Oil Co. 
Pan American Producing Co. Tide Water Pipe Line Co. 
Pan American Southern Corp. The Atlantic Refining Co. 
Stanolind Oil & Gas Co. Atlantic Pipe Line Co. 
Utah Oil Refining Co. Keystone Pipe Line Co. 
Service Pipe Line Co. Phillips Petroleum Co. 

Gulf Oil Corp. Phillips Pipe Line Co. 

Gulf Refining Co. Union Oil Company of California 

The Texas Co. Pure Oil Co. 

Texas Pipe Line Co. American Mineral Spirits Co. 
Jefferson Chemical Corp. Pure Transportation Co. 

Shell Oil Co. The Standard Oil Co. (Ohio) 
Shell Chemical Corp. Sohio Petroleum Co. 

Shell Pipe Line Co. Continental Oil Co. 


Continental Pipe Line Co. 
Mid-Continent Petroleum Corp. 
Sunray Oil Corp. 


Sinclair Oil Corp. 
Sinclair Refining Co. 


Sinclair Oil & Gas Co. Skelly Oil Co. 
Sinclair Pipe Line Co. The Ohio Oil Co. 


(Companies listed below in which one or more major companies has an interest.) 


Arapahoe Pipe Line Co. Richfield Oil Corp. 

Cherokee Pipe Line Co. Texas Empire Pipe Line Co. 
Great Lakes Pipe Line Co. West Texas Gulf Pipe Line Co. 
Lakehead Pipe Line Co. Wolverine Pipe Line Co. 
Plantation Pipe Line Co. Yellowstone Pipe Line Co. 


Platte Pipe Line Co. 


NotTe.— Dollar amounts have been rounded to the nearest thousand and do not necessarily add to total. 
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SUPPLEMENTAL REPORT OF THE ATTORNEY GENERAL 
PURSUANT TO SECTION 708 (E) OF THE DEFENSE PRO- 


DUCTION ACT OF 1950, AS AMENDED 
Fespruary 20, 1956. 


To the President of the United States of America and the Senate and 
the House of Representatives of the United States of America in 
Congress Assembled: 

I have the honor to submit a supplemental report under sections 
708 (b) and (e) of the Defense Production Act of 1950, as amended. 
Defense Production Act, section 708 (b), to repeat, directed the 
Attorney General to— 

* * * review each of the voluntary agreements and programs covered by this 

section, and the activities being carried on thereunder, and, if he finds, after 

such review and after consultation with the Director of the Office of Defense 

Mobilization and other interested agencies, that the adverse effects * * * on 

the competitive free enterprise system outweigh the benefits of the agreement 

or program to the national defense, he shall withdraw his approval * * * 

Effectuating this obligation to review, my report of November 9, 
1955, detailed my evaluation of existing voluntary agreements or 
programs. ‘Two of the forty-seven agreements then outstanding, how - 
ever, that report did not treat fully. It emphasized, for example, the 
necessity for (p. 26)— 
exploring * * * possible alternate methods by which the Government might 


acquire accurate knowledge of foreign petroleum statistics necessary for Depart- 
ment of Defense planning * * * 


As a result, that report concluded (pp. 26—27)— 

There has not been sufficient time since the passage of the 1955 amendments * * * 
to thoroughly investigate the numerous facets raised by the activities of this 
Committee, or to conscientiously weigh the national defense advantages * * * 
against disadvantages to our competitive free enterprise system. This Depart- 
ment now presses this task with utmost vigor. 

These two voluntary agreements were: (1) Foreign petroleum sup- 
ply, and (2) contribrtion of tanker capacity. 

Carrying out this task, a minimum of three experienced lawyers on 
the staff of the Antitrust Division devoted substantial portions of their 
time to analysis of these programs and to frequent conferences with 
interested agencies. Their work was directly supervised by Assistant 
Attorney General Barnes who, at my direction, took an active part 
in consideration of these problems. Against this background of ex- 
tensive and prolonged effort, my report of February 9, 1956, regarding 
the Foreign Petroleum Supply Agreement, concluded (pp. 20-21): 

Agreement is imminent, and it is my hope to be able to submit a supplemental 
report * * * within 10 days. 

This supplemental report, dated February 20, 1956, details this 
Department’s final determinations regarding these programs. In 
sum, it has been agreed that the Foreign Petroleum Supply Agreement 
will be amended to minimize certain of its potentially anticompetitive 
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consequences; and the Tanker Capacity Agreement will be put on a 
standby basis, to be activated or meet again only upon a— 
determination of necessity by the Maritime Administrator * * * based upon a 
finding by him, concurred in by the Director of the Office of Defense Mobilization, 
that an emergency exists in the tanker capacity field * * *., 


[. VoLuNTARY AGREEMENT RELATING TO FOREIGN PETROLEUM 
SUPPLY 


This agreement, detailed in my report of November 9, 1955 (pp. 
25-27), contemplated two types of activity. 

The first authorized activity involves preparation of plans of action 
to “prevent, eliminate, or alleviate shortages of petroleum supplies in 
friendly foreign nations * * *.’’ However, this activity was permitted 
only upon a finding by the Secretary of the Interior that a petroleum 
emergency existed outside the United States. In addition, the 
agreement specified that the Attorney General must be notified before 
the Secretary of the Interior could request the preparation of such 
plans of action, and that each such plan must be submitted for his 
approval. Although no plan of action had been proposed under this 
agreement, the Departments of Defense and Interior strongly urged 
that this phase of the voluntary agreement be continued intact. After 
careful consideration, I concluded that at present this aspect posed no 
antitrust problems. And since any future plan of action would have 
to be submitted to the irae General for approval, I offered no 
objection to this facet of the committee’s operation. 

The second activity authorized involves gathering and evaluating 
information and_ statistics. These relate to “foreign petroleum 
operations’ as defined in 3 (h) of the agreement. Here antitrust 
problems appear. As Assistant Attorney General Stanley N. Barnes 
stated before the special subcommittee of the Judiciary Committee 
of the House of Representatives in connection with its study of the 
antitrust laws, on Friday, December 9, 1955 (pp. 1331-1332): 

The problem here stems from the possibility of tacit agreement or overt pres- 
sure by agreement participants, which include 14 of the principal oil producers, 
to abide by their production estimates. The effect would then be to make pro- 
duction estimates, in effect, production quota agreements. 

This possibility for abuse may be real. For agreement participants include 5 
of the principal defendants and 6 more of the alleged coconspirators in our Oil 


Cartel suit. And, contrary to our suggested standards, the agreement does not 
provide for a Government chairman. 


So much for the more apparent antitrust problems. 

Required to be weighed against these possible antitrust conse- 
quences, however, is the agreement’s defense necessity. To accu- 
rately determine this necessity, various conferences were held with 
numerous officials of the Office of Defense Mobilization and the 
Departments of Interior and Defense. At each of these, all vigor- 
ously reiterated the Defense intelligence value of this agreement. 

Moreover, the Defense agencies’ emphasis on such agreement’s 
importance has been long standing in time, and strongly put. As 
long ago as September 13, 1952, for example, Secretary of Defense 
Lovett wrote the Secretary of the Interior: 

The information gathered, analyzed, and correlated by the Foreign Petroleum 
Supply Committee on a worldwide basis, and made available to the Department 


of Defense through the Petroleum Administration for Defense, is vital to our 
military planning and operations. 
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{In like fashion, the Administrator of the Defense Production Admin- 
istration wrote the Attorney General, on January 19, 1953, that lis 
study of the matter made 


the conclusion inescapable that our national security requires that this voluntary 
agreement be continued. 


Accordingly, he concluded that 

it would be contrarv to the security interest of the United States at this time to 
withdraw the existing request * * *. 

Again, reiterating this conclusion, the Secretary of Defense wrote the 
Secretary of the Interior on March 16, 1953, that he considered 

the continuance of the FPSC essential and of vital importance to our defense 
mobilization and national security. 

Finally, on December 23, 1953, the Acting Secretary of Defense 
wrote the S Secretary of Interior, referring to our “petroleum suppl) 
position,” it— 

is considered most important in the Department of Defense wartime mobiliz: ation 
planning that there be a source of accurate and timely foreign information 

Even more recently, in February of 1955, the Deputy Secretary of 
Defense, reviewing the various projects on which this Committee was 
enibarked, concluded that the ‘ ‘Foreign Petroleum Supply Committee 
bas rendered an invaluable service.”’ About that same time, and on 
February 15, 1955, the Secretary of the Interior wrote the Director of 
the Office of Defense Mobilization: 

I find the continuance of the agreement, including the antitrust immunit) 
which accrues to the participants in connection with activities undertaken at tli 
request of the Government, to be essential to our national defense needs and 
efforts. 

And, he reported further: 

In my opinion, the tempo of the activities of the committees in furnishing vita! 
petroleum information under this voluntary agreement will increase rather than 
diminish in the foreseeable future. 

Bearing out this conclusion, the Acting Secretary of the Interior 
wrote the Attorney General, on October 24, 1955: 

Through the voluntary agreement relating to foreign petroleum supply, this 
Government has a procedure which has demonstrated its feasibility and practi- 
eability. Any change in the procedure at this time could leave us wide open and 
unable to obtain essential foreign petroleum information for security and defense 
planning. 

Based on such correspondence, as well as numerous conferences, 
views of interested agencies may be briefly put: First, they urge that 
continuous collection of accurate foreign petroleum data under the 
voluntary agreement is essential for preparation of future plans of 
action as well as our country’s defense. Second, their position is 
that the Committee’s activities raised few antitrust problems. Third, 
they contend that prompt gathering and evaluating of this data could 
not be accomplished by alternative or modified means. 

At the outset, this Department could garner no evidence to gainsay 
the unanimous verdict of interested agencies that such intelligence 1s 
needed for defense. The interested agencies’ latter two contentions, 
however, this Department could not fully accept. 

First, as I have indicated, this Department felt operations under 
the agreement raised real antitrust problems. Careful examination 
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of Committee reports and minutes of meetings disclose that members 
discussed, on at least a country-by-country basis: storage facilities, 
estimated petroleum requirements of each country, estimated crude 
production, estimated refinery output, consumption in relation to 
refinery output, aviation gasoline stocks, and pipeline facilities. 

Further, (a) ownership and capacities of storage facilities were 
discussed, (6) discussion of country requirements included current 
and future as well as past requirements, (c) the report on refinery 
operations included the capacities of each refinery and total capacities 
on a country and geographical area basis, and (d) each member sub- 
mitted information on its own pipeline systems all over the world. 
These discussions, let me emphasize, took place at the request of some 
interested Government agency. 

Interior urged that individual company figures and estimates 
regarding requirements and production generally were not discussed, 
except with respect to aviation gasoline. However, the Committee’s 
staff, appointed by members of the Committee, and made up largely 
of oil company employees, often, if not normally, received individual 
company figures and estimates. Contrary to Interior’s apparent 
view, we felt this in effect meant communication of one competitor’s 
production estimates to another. 

This procedure takes on meaning in light of the fact that the 
agreement members include 5 of the principal defendants, and 6 more 
of the alleged coconspirators, affiliates or subsidiaries of defendants 
in the Governmeént’s oil cartel suit. The prime offense, there alleged, 
is a division of world markets aided, partially at least by information 
not unlike that discussed at this Committee’s meetings. 

Beyond antitrust difficulties, we could not accept the conclusion 
that any alteration of present Committee procedures would neces- 
sarily deprive the Government of crucial petroleum intelligence data. 
I informed the Director of the Office of Defense Mobilization, after 
extensive study, that in my opinion the adverse effects of this agree- 
ment—in its present form—upon the competitive free-enterprise 
system outweigh its benefits to the national defense. So it was, in 
the light of the defense importance of this program, we sought to 
revise Committee procedures to minimize potential anticompetitive 
consequences. This task became especially important since the 
newly amended Defense Production Act section 708 (b) permits only 
voluntary agreements “relating: to equipment used primarily by or for 
the military.” That provision’s legislative history, moreover, makes 
clear that this voluntary agreement for foreign petroleum supply had 
been deemed by Congress a nonmilitary agreement. With this in 
mind, were the Foreign Petroleum Supply Committee to be discon- 
tinued, a like program could not be reinstituted, under this present 
act, without future congressional action. 

Against this background, we proposed to the Office of Defense 
Mobilization and the Department of the Interior certain amendments 
to the agreement. And I informed these Departments on January 24, 
1956, that only if the proposed changes or their substantive equiva- 
lent were agreed to could I permit the agreement, with its antitrust 
immunity, to stand. 

The proposed changes, in brief, required full-time salaried Govern- 
ment chairmen for the main Committee as well as all subcommittees. 
Beyond that, in sharp contrast to present organization, the Committee 
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staff was required to be made up in whole of Government employees. 
Finally, the Committee’s processes for evaluating petroleum statistics 
was required to be altered to insure that, from the process of evalua- 
tion, individual companies are unable to deduce individual competitors’ 
production or requirement statistics. Thus the agreement will embody 
reasonable safeguards to insure that one competitor gains no informa- 
tion about another’s future operations. 

To these suggested changes the Office of Defense Mobilization and 
the Departments of Interior and Defense have agreed. These provi- 
sions will be embodied in the agreement. These amendments are 
attached to this supplemental report as appendix A. 

The revisions agreed upon are as follows: 

(1) Section 2 of the agreement is amended to authorize the Com- 
mittee only to advise and aid the Government Chairman and his staff 
in gathering information relating to foreign-petroleum operations, re- 
quirements, and supplies. The Government, under this plan, might 
still collect the very data it previously obtained from the same oil com- 
panies. The provision as to recommendations by the Committee con- 
cerning shortages of petroleum, operative only upon the declaration of 
a state of national emergency in petrolum, stands intact. 

(2) Section 4 of the agreement is amended to provide for the 
appointment by the Administrator of full-time salaried Government 
chairmen, both of the Committee and all subcommittees. The Govern- 
ment chairmen have the primary responsibility for gathering and 
evaluating the information requested by the Administrator. 

(3) Section 5 of the agreement, in contrast to present procedures, 
will be amended to provide for the appointment by the Administrator 
of a staff of Government employees necessary to discharge functions 
placed upon the Administrator and to assist the Committee chairmen. 
Section 5 will also provide that each meeting of the Committee or sub- 
committees must be under the supervision and at the call of the 
Government Chairman or subcommittee chairmen, that full minutes 
be kept and that they, along with all other data available to the 
Government Chairman, be made available to the Attorney General. 
Meetings will be open to representatives of any Government agency, 
and to any persons designated by the Administrator. 

(4) Section 7 will be amended to authorize the Committee and sub- 
committees to devise methods for the efficient collection of foreign 
petroleum information (including preparation of —— and 
forms for uniform individual company reporting), by the Government 
Chairman and his staff upon which to base: 

(a) Current surveys of foreign-petroleum operations; 

(6) Estimates of the petroleum requirements and stocks 
necessary to meet such requirements (product by product) of 
each foreign country or area to be supplied and the supplies avail- 
able therefor. 

(5) Finally, section 11 will be amended to provide that the Govern- 
ment Chairman and Government subcommittee chairmen, rather than 
members themselves, may direct such inquiries to, and request and 
obtain information individually from, persons engaged in foreign- 
petroleum operations. Upon receipt of such information, the Chair- 
man, the subcorrmittee chairmen and the staff shall disclose it only to 
the Administrator. The Chairman, the subcommittee chairmen and 
the staff, rather than as heretofore the Committee members, shall then 
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collate and evaluate the information received, and derive therefrom 
the surveys, analyses, and estimates specified in section 7 (see above). 
Carrying out this activity, however, the Government Chairman may 
consult with the Committee with respect to the reliability of the 
various sources of information in the fields the reports cover. He can 
also obtain the opinion of members of the Committee with respect to 
the accuracy of overall estimates by the Chairman and his staff of 
supply and demand for certain geographical areas. However, the 
Chairman may not disclose to Committee members country figures 
where from country statistics individual company figures might 
reasonably be deduced. Nor, in the process of evaluation, may 
individual company members, directly or indirectly, reveal their 
individual company statistics, past or future. Moreover, the Chair- 
man, subcommittee chairmen and the staff are in no case authorized to 
divulge to Committee members figures or estimates submitted by 
individual companies. Finally, the agreement now makes clear that 
it— 
does not authorize the communication of information, directly or indirectly, 
between competing petroleum companies or their representatives, except at 
meetings * * * as provided above. 
This provision, I emphasize, covers any “communication,” not only 
between members, but between a member and a nonmember. It 
effectively limits, I believe, joint activities under section 11 to advising 
upon the rehability of sources of Seema and evaluation of certain 
data at meetings. And such evaluation, | repea Cy is authorized only 
where, from such evaluation ‘ “indiv idual i sont ’s operations might 
lnot] reasonably be deduced.’ 


Il. ConrrispvutTion-oFr TANKER CAPACITY VOLUNTARY AGREEMENT 


As I stated in my February 9, 1956, Defense Production Act report: 


the voluntary tanker plan has been of great value to the United States * * * in 
meeting national defense requirements (p. 21) 


Equally true, I emphasized (p. 21): 


The continuation of this agreement raises various antitrust problems. Although 
the plan provided in the agreement has not been in operation since the middle of 
1953, the Tanker Requirements Committee continues to meet. Copies of the 
minutes show that among the subjects discussed at these meetings were the num- 
ber of privately owned tankers laid up or in an idle status, the number of Govern- 
ment-owned tankers laid up, the rates paid by the Military Sea Transportation 
Service for tanker charters and the state of completion of charter arrangements 
made by the Military Sea Transportation Service. 
Balancing these factors, | concluded (p, 22): 

After a complete evaluation of this particular voluntary agreement, I recognize 
the possibility that the operations of this program might at any moment become 
of considerable value to the national defense upon the recurrence of a tanker short- 
age. Moreover, if I disapprove this voluntary agreement, no similar agreement 
can be entered into under section 708 (b) of the Defense Production Act, as 
amended in 1955, as this agreement is nonmilitary. On the other hand, I am 
desirous of eliminating any possibility of antitrust abuse by the members of the 
Committee meeting together during the present period of inactivity. 


This end could be accomplished, I felt, by amending the plan to 
provide (1) “that no further meetings of the Tanker Requirements 
Committee can be held prior to a finding by the Maritime Admin- 
istrator, concurred in by the Director of the Office of Defense Mobi- 
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hzation, that an emergency exists in the tanker field,’ and (2) that 
‘“‘agenda for and minutes of meetings’’ be kept by Government officials 

To these two changes the Maritime Administration and the Office 
of Defense Mobilization have agreed. To effectuate these revisions 
the following amendments will be incorporated in the plan: 

Paragraph 2 (add at end): 

The determination of necessity by the Maritime Administrator shall be based 
upon a finding by him, concurred in by the Director of the Office of Defense 
Mobilization, that a national emergency exists in the tanker capacity field. The 
Maritime Administrator shall notify the Attorney General whenever such a 
finding has been made. 


New paragraph (between former paragraphs 3 and 4) 


Meetings of the Tanker Requirements Committee will be held upon the call 
of the tanker requirements chairman, who shall call no meetings prior to the 
finding of the Maritime Administrator as specified in paragraph 2. The agenda 
for meetings will be prepared by the Maritime Administration and will be strictly 
adhered to. Full and complete minutes of all meetings will be kept and copies 
will be furnished to the Attorney General. 


SUMMARY 


This supplemental report covers the voluntary agreements for 
foreign petroleum supply and contribution to tanker ‘capacity. Re- 
garding these two gravely important agreements, I have sought, as 
the Defense Production Act requires, to conscientiously weigh 
defense and antitrust considerations. On balance, to repeat, the 
foreign petroleum supply agreement will be amended to minimize 
certain of its anticompetitive consequences. And the tanker capacity 
agreement will be put on a standby basis. Both these steps, I feel, 
go far toward minimizing anticompetitive features, and yet insure 
that our Government will not be deprived of important defense 
benefits arising from these programs. 

Respectfully submitted. 

HERBERT i2ROWNELL, Jr., 
Attorney Cre neral. 


APPENDIX A 


AMENDMENTS TO THE VOLUNTARY AGREEMENT RELATING TO 
FoREIGN PETROLEUM SwuPPLY 


Section 2. What this agreement does 

This is a voluntary agreement under section 708 of the Defense 
Production Act of 1950, as amended (64 Stat. 818). This agreement 
authorizes the formation of a committee and subcommittees to advise 
the Government of the United States on how best to obtain for use 
of the Government of the United States such information relating to 
foreign petroleum operations and to requirements and supplies of 
petroleum, as provided in section 7 hereafter, as may be requested by 
the Government, to advise the Government with respect to estimates 
as provided in section 11 hereafter, and upon request of the Govern- 
ment, as set forth in section 6 hereafter, to consider and make recom- 
mendations designed to prevent, eliminate or alleviate shortages of 
petroleum supplies in friendly foreign nations which threaten to affect 


.or which do affect adversely the defense mobilization interests or 








60 REVIEW OF VOLUNTARY AGREEMENT PROGRAM 


programs of the United States. It establishes procedures under 
which persons engaged in foreign petroleum operations and partici- 
pating in this agreement can take cooperative action requested or 
approved by the Government as hereinafter set forth among them- 
selves or with appropriate designated agencies, committees or other 
persons to accomplish the objective of this agreement. 

Section 4 (d) 


The Administrator shall designate for the Committee and each sub- 
committee thereof (including the executive committee) a chairman 
who shall be a fulltime salaried employee of the United States Govern- 
ment. The chairman of the Committee, and the subcommittee 
chairmen under his direction, shall have the primary responsibility 
for carrying out the tasks assigned to the Committee by the Adminis- 
trator. 

Section 5. Meetings 

(a) Meetings of the Committee and of the subcommittees shall be 
held at the call of their respective chairmen and will be conducted by 
such chairmen. 

(6) The agenda for meetings of the Committee and any subcom- 
mittee shall be initiated and formulated in advance of the meeting 
by the Administrator or Director. Matters may be added to such 
agenda by the chairmen of the Committee or of subcommittees. 

(c) The chairman of the Committee shall maintain such staff and 
other persons, appointed by the Administrator, as may be requisite 
to discharge the duties and functions conferred upon him pursuant to 
this agreement. The staff and other appointees shall be employees 
of the United States Government. 

(d) Each meeting of the Committee and subcommittees shall be 
open to any member of the Committee or any subcommittee, to repre- 
sentatives of any Government agency, and to any individual desig- 
nated by the Director. Full and complete notes, and full and com- 
plete minutes prepared therefrom, of the proceedings of all meetings 
shall be kept under the direction of chairmen by members of their 
staffs. These notes and minutes, as well as all other data available 
to the chairmen, shall be made available to the Attorney General 
or his delegate. 


rv 


Section 7. Other Committee functions 

Upon written request of the director, the Committee and sub- 
committees shall devise methods for the efficient collection by the 
chairmen and staffs of the Committee and subcommittees of foreign 
petroleum information. Included among such methods will be the 
preparation by the Committee and subcommittees of questionnaires 
and forms designed to elicit responses in uniform terms from available 
sources of information. Based upon these responses the chairman of 
the Committee and the chairmen of the subcommittees and the staffs 
shall prepare: 

(a) Current and pertinent surveys and analyses of foreign 
petroleum operations; 

(6) Estimates of the petroleum requirements and _ stocks 
necessary to meet such requirements (product by product) of 
each foreign country or area to be supplied and the supplies to 
be made available therefor. 
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Section 11. Collection of information 


In complying with any request of the Administrator or Director, the 
chairman of the Committee and of each subcommittee may direct such 
inquiries to, and request and obtain information individually from, 
persons engaged in foreign petroleum operations as may be necessary 
or appropriate. Upon receipt of such information, the chairman, the 
subcommittee chairmen and the staff shall disclose it only to the Ad- 
ministrator or Director. The chairman, the subcommittee chairmen 
and the staff shall collate and evaluate the information received and 
derive therefrom the surveys, analyses and estimates specified in 
section 7 above. Pursuant to these duties, the chairmen may consult 
with their respective committees and subcommittees with respect to 
the reliability of the various sources of information and with respect 
to the accuracy of overall estimates for any area or country by whom- 
soever prepared as to any aspect of foreign petroleum operations, in- 
cluding requirements and supplies of petroleum, provided that the 
chairmen or their staffs will not divulge data as to individual company 
operations; that country estimates will not be circulated or discussed 
where, in the judgment of the Government chairman of the committee 
or subcommittees concerned, as expressed in its minutes, from country 
estimates data as to an individual company’s operations, past or 
future, might reasonably be deduced; and that this agreement does 
not authorize the communication of information, directly or indirectly, 
between competing petroleum companies or their representatives ex- 
cept at meetings of committees or subcommittees as provided above. 
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UNITED STaTEs SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
November 22, 1954. 
Hon. HerBert BROWNELL, Jr., 
Attorney General, Department of Justice, 
Washington, D. C. 

Dear Mr. ATTORNEY GENERAL: I appreciate your consideration and that of 
Judge Barnes in sending me a copy of your report of November 9, 1955, prepared 
pursuant to section 708 (e) of the Defense Production Act of 1950, as amended. 
The committee will review this report carefully when the Congress convenes, 
particularly in connection with any proposals made for extension of the Defense 
Production Act. 

I am glad to see that as the result of the amendments to section 708 made by 
Public Law 295, 84th Congress, your Department is making a thorough study of 
the operations under the various voluntary agreements and programs approved 
and being carried out under that section, in order to make the determination 
required by the amendments whether the adverse effects of the various agreements 
on the competitive free-enterprise system outweigh the benefits to the national 
defense. The antitrust problems involved in these agreements, particularly in 
the two agreements on which you have not been able to make up your mind, 
demonstrate clearly to me that this review was necessary. 

[ note the statement made in your report, consistent with Judge Barnes’ testi- 
mony before the committee, that the Attorney General was not previously ex- 
pected to exercise his authority to approve a proposed voluntary agreement or 
program, on the basis of a comparative evaluation by him of the benefits of the 
agreement to the national defense and its adverse effects on the competitive free- 
enterprise system (report, pp. 3-4, 12-13). I note further that you are not 
planning to make such evaluations and determinations in connection with future 
operations or under agreements continued after the present review (report, pp. 12, 
27). Instead, you suggest that, if continuing surveys of this sort are to be made, 
they should be made by an ‘‘impartial agency charged with primary responsibility 
for national security.” 

Previous Attorneys General have acted on the basis of such an evaluation and 
determination. Attorney General MeGranery certainly was acting on the basis 
of such an evaluation when he withdrew approval of the voluntary agreement 
relating to foreign supply of petroleum to friendly foreign nations ‘‘over the 
objection of the Petroleum Administrator for Defense and other Government 
agencies, as he felt its continued operation to accomplish the normal objectives 
of PAD was no longer justified with the passing of the Iranian crises (report, 
appendix B, p. 11).’’ Attorney General McGrath in the first report under section 
708 (e), submitted December 7, 1950, made it clear that he expected to consider 
the balance between the national defense and the competitive system, on the basis 
of information supplied by the agency sponsoring the agreement. 

The Senate report and the statements on the floor concerning this provision 
(S. Rept. 696, 84th Cong., pp. 6-7; Congressional Record, July 19, 1955, pp. 6358- 
6359) and the amendments themselves, show clearly that it was the intention 
that your authority to approve new agreements, and the authority expressly 
conferred on you to withdraw approvals of agreements, should be exercised-on 
the basis of the standards explicitly set forth for the review required under the 
1955 amendments. Indeed, I find it difficult to read into section 708 any other 
standard for your approval. 

This authority is lodged in you, as the official charged with the enforcement of 
the antitrust laws, subject, of course, to final determination by the President in 
case of a difference of opinion between you and the official acting under delegation 
from the President. The reason for this, as has been stated repeatedly, is that the 
authority to grant exemptions from the antitrust laws is considered so exceptional 
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as to call for the exercise of every precaution to prevent abuse and lasting damage 
to the competitive free enterprise system, 

Your evident reluctance to undertake the functions imposed on you by section 
708 contrasts sharply with the fact that you have gone beyond the express require- 
ments of the section, in reviewing under the standards of the section small-business 
pools formed under the Small Business Act. The requirement of section 708 for 
this review applies specifically only in the ease of agreement covered by that 
section. 

In conclusion I should like to express my hope that you will soon be able to 
make up your mind about the two agreements as to which you suspended judgment 
in your report. The delay in the case of the foreign oil supply agreement is 

articularly surprising, in the light of the review of that agreement made by your 

epartment after this committee on June 20 called to Judge Barnes’ attention 
the fact that the Government official in charge of the program was a w. 0. ¢. on 
leave from one of the oil companies involved. In other words, this program has 
been under intensive review by your Department for more than 4 months. 

Your failure to carry out the required review of and determination of these 
agreements within the 90-day period prescribed by Public Law 295 leaves them 
in a state of uncertainty, which seems highly unsatisfactory both to the defense 
agencies which urge the necessity of the agreements and to the participants who 
should have a clear status under the antitrust laws. 

Sincerely yours, 
J. W. Fuusriaut, Chairman. 


DECEMBER 15, 1955. 
Hon. J. W. FuLsriacut, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR FuLBRicHtT: I have vour recent letter to the Attorney General. 
There you acknowledge receipt of the Attorney General’s November 9, 1955, 
report under section 708 (e) of the Defense Production Act of 1950, as amended. 
Further, you raise several questions, about this Department’s responsibilities 
under the Defense Production Act, which the Attorney General has asked me to 
answer. 

At the outset, you comment that this Department has ‘gone beyond the express 
requirements of [sec. 708], in reviewing under the standards of the section small- 
business pools formed under the Small Business Act.’”’ At the time this Depart- 
ment’s report was prepared, some 29 small-business pools were outstanding with 
antitrust immunity. Of these, 26 initially were formed under the Defense 
Production Act, and 3 under section 714 of the Small Business Act. Since DPA 
section 708 (b) specifically directed survey of the 26 DPA small-business pools, 
for the sake of completeness we thought the other 3 should be added. Of these 
3 Small Business Act pools, 2 were continued and 1 disapproved, all with the 
concurrence of the Small Pusiness Administration. Against this background, 
it seems clear that inclusion of the 3 Small Business Act pools was required to 
make this report a useful and coherent whole. 

Next, you offer your view of this Department’s future responsibilities regarding 
voluntary agreements or programs exempt from antitrust under section 708. 
You-suggest that ‘(t]he Senate report and the statements on the floor concerning 
this provision * * * and the amendments themselves, show clearly that it was 
the intention that [our] authority to approve new agreements, and the authority 
expressly conferred on [us] to withdraw approvals of agreements, should be 
exercised on the basis of the standards explicity set forth for the review under 
the 1955 amendments.’’ Further, you conclude that this Department is ‘“‘not 
planning to make such evaluations and determinations in connection with future 
operations or under agreements continued after the present review.”’ Finally, 
you emphasize the importance of this Department’s making up its “‘mind about 
the two agreements as to which [it] suspended judgment in [its] report.’”’ To 
each of these comments I turn. 

First, about the standards this Department should apply in approving future 
agreements under DPA sections 708 (b) and (c). For the scope of this obligation, 
it seems clear, we must rely on the legislative historv of the 1955 DPA amendments. 
And, since the Department has no representative present during the executive 
sessions of either the House or the Senate Banking and Currency Committees 
considering these amendments, we must rely on the statutory language, the 
committee reports, and floor debates. 
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This task is ofttimes difficult. (See e. g., comments of the court in Addison v. 
Holly Hill Fruit Products (332 U. 8. 607, 615-617).) Especially so when, like 
DPA sections 708 (b), (c), and (e), construction is complicated by an ambiguous 
statute and legislative history. 

On the one hand, we are of course aware of the statements in the Senate com- 
mittee report and floor debate to which you refer. Thus, the Senate report, at 
page 6, states: 

“This means that the Attorney General, as well as the official conducting the 
mobilization program, must be satisfied that the defense benefits outweigh the 
adverse effects on the competitive economy, with the President in a position to 
resolve a disagreement.” 

And, the report continues, the Attorney General is ‘expected to exercise this 
authority whenever in his judgment the adverse effects of the agreement on the 
competitive economy outweigh the benefits to the national defense.”’ Further, 
Senator Frear stated during floor debate (101 Congressional Record, 9359): 

“The committee looks to the Attorney General to protect the competitive 
economy of the country, and expects that he will not approve any new military 
agreements, and that he will withdraw his approval of outstanding agreements, 
unless he is satisfied that the defense benefits outweigh the adverse effects to the 
competitive economy.” 

On the other hand, the 1955 amendments to section 708 (b) might reasonably 
be construed as requiring no change in the Attorney General’s established pro- 
cedures for approval of exempt agreements or programs under section 708 (c). 
As I explained before your committee on June 20, 1955, Department policy is to 
accept the President’s delegate’s finding of the defense need for any particular 
program. Our task, then, is to insure that this defense goal is accomplished with 
a minimum of anticompetitive consequences. 

This view of the Department’s responsibilities, contrary to your apparent under- 
standing, has been accepted by all Attorneys General charged with Defense 
Production Act responsibilities. You refer specifically to Attorney General 
McGrath’s withdrawal of approval for the Voluntary Agreement for Foreign 
Petroleum Supply to Friendly Foreign Nations, as well as to Attorney General 
McGrath’s December 7, 1950, Defense Production Act Report to Congress. 
Attorney General McGranery withdrew his approval of this agreement because 
that Iranian crisis which gave it rise had terminated. Accordingly, any necessity 
for the Agreement vanished. No weighing of defense needs appears. Indeed, 
the Department files indicate that Attorney General McGranery considering 
termination of the agreement, informed the Defense Production Administration 
that this Department would cooperate with the Petroleum Administration for 
Defense to formulate any new agreement which the changed situation might 
require. And it was from those conferences, I point out, that the present Volun- 
tary Agreement for Foreign Petroleum Supply emerged. In like fashion, Attorney 
General MeGrath’s December 7, 1950, DPA Report to Congress expressly stated 
(p. 29) that it was the “‘delegate agency [that] should carefully weigh the degree 
to which competition will be eliminated by the proposed program as against the 
need for such program in the mobilization effort.” 

Against this background of comparatively uniform practice, Congress by its 
1955 amendments in no way altered the statutory language controlling the At- 
torney General’s obligations under section 708 (c)’s approval process. Accord- 
ingly, it might be persuasively argued that, while 708 (b) makes a more limited 
class of agreements eligible for approval, Congress intended no change in our 
procedures for approval under section 708 (c). (See comment by Justice Frank- 
furter on oral argument of Uliman v. United States, reported at 24 Law Week, 
3161.) Further emphasizing the wisdom of such a conclusion is the Senate re- 
port’s statement (p. 6): 

“The determination to grant exemptions under section 708 involves the weigh- 
ing of two factors: The benefits to the national defense, concerning which the 
officials carrying out the mobilization program should have special competence; 
and the possibility of adverse effects on our competitive free enterprise system, 
concerning which the Attorney General should have special competence. * * * 
This means that the Attorney General, as well as the official conducting the mobi- 
lization program, must be:satisfied that the defense benefits outweigh the adverse 
effects on the competitive economy, with the President in a position to resolve a 
disagreement.” 
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The language suggests continuation of established procedures, based on bifur- 
cated responsibility, for section 708 (c) approval. 

It was with this history uppermost that the Attorney General suggested in his 
November 9, 1955, DPA Report to Congress that our procedures for approval 
under section 708 (c) would stand essentially unchanged. Especially so since any 
comprehensive weighing of defense versus antitrust considerations would project 
this Department beyond its traditional antitrust responsibilities. This might 
well require transfer of antitrust personnel from active litigation of pending cases. 
We were most hesitant to reach such a result without specific statutory direction. 

Your letter, however, adds a new factor to be weighed in determining congres- 
sional design of the newly amended DPA sections 708 (c) and (e). As chairman 
of the Senate Committee on Banking and Currency, you, of course, have unique 
insight into what Congress sought. Accordingly, the following procedure seems 
a way for this Department to fully and fairly effectuate the responsibility in- 
tended under section 708 (c). 

Relevant, at the outset, is that all new agreements or programs under section 
708 (c) now must relate “to equipment used primarily by or for the military which 
is being procured by the Department of Defense or any department thereof, and 
the exchange of materials, equipment, and personnel to be used in the production 
of such equipment.’’ Thus the only two agreements submitted to us since the 
1955 amendments have involved J—57 jet aircraft engines and tools and main- 
tenance equipment for Army aircraft. In such instances, defense need is usually 
presently clear and readily predictable. Similarly, anticompetitive consequences 
may be in some instances more readily measurable. If this, as is likely, con- 
tinues to be the sort of agreements submitted to us, we could more readily take 
the responsibility of weighing defense versus antitrust considerations. 

Second, the responsibilities of this Department for surveys under DPA section 
708 (e). As you correctly note, the Attorney General in his November 9, 1955, 
DPA Report (p. 21) did suggest Congress ‘‘might well consider placing responsi- 
bility for such surveys on some impartial agency charged with primary responsi- 
bility for national security.’’ Contrary to your apparent understanding, however, 
the Attorney General did not specify this Department’s plans for future surveys 
under DPA section 708 (e). 

My own view is that it is by no means clear that Congress intended each of the 
quarterly reports required by section 708 (e) to include a complete reevaluation of 
the need for and anticompetitive consequences of each outstanding program. 
True, section 708 (b) directs that, within 90 days, “[t]he Attorney General shall 
review each of the voluntary agreements and programs covered by this section, 
and the activities being carried on thereunder, and, if he finds, after such review 
and after consultation * * * that the adverse effects of any such agreement or 
program on the competitive free-enterprise system outweigh the benefits of the 
agreement or program to the national defense, he shall withdraw his approval 
* * *”’ Equally true, however, section 708 (e) states that beyond this first 
report, subsequent reports shall merely include ‘‘studies of the voluntary agree- 
ments and programs authorized by this section.” 

With this in mind, to meet fully our survey responsibilities under section 708 (e), 
we might include in each of our quarterly reports some summary of the status of 
outstanding exempt agreements and programs under section 708 (c). This status 
report might include checking, first, each quarter with the interested defense 
agencies to insure that the defense need for any agreement or program still exists. 
Further, it might encompass some investigation of any changed circumstances 
which might suggest alteration of those antitrust safeguards included in any 
exempt agreement or program. To my view, this seems a reasonable way to 
take care of the obligations section 708 (e), as amended, places on this Department. 

Finally, you comment on the necessity for rapid determination of our review of 
the exemption accorded the agreement for foreign petroleum supply as well as the 
agreement relating to contribution of tanker capacity. Regarding both, I can 
assure you I am fully aware of the need for prompt action. However, the defense 
implications of each may be substantial. My staff has been in constant contact 
with the interested agencies to determine if the same defense goals could be 
accomplished by alternative means. The Attorney General’s aim is to report on 
both plans in the near future. 

Sincerely, 
STanteEY N. BaRNEs, 
Assistant Attorney General. 
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January 5, 1956. 
Hon. STANLEY N. BARNEs, 
Assistant Attorney General, 
Department of Justice, Washington, D. C. 


Dear JupGE BaARNEs: I am glad to see from your letter of December 15, in 
reply to my letter of November 30 to the Attorney General, that consideration is 
being given to carrying out the responsibilities which this committee and the 
Congress intended the Attorney General to undertake in his future surveys and 
reports to the Congress on the effect of the mobilization program, particularly the 
voluntary agreements under section 708 of the Defense Production Act, on the 
competitive free economy. However, your letter contains a number of statements 
which I cannot accept without comment. 

The Attorney General’s report of November 9 and your letter of December 15 
take a position different from that of the committee. The Attorney General 
prefers to accept the finding of the President’s delegate of the defense need for a 
voluntary agreement, apparently including the delegate’s finding that the defense 
need outweighs the adverse effects on the competitive free economy, and he 
wishes to confine his responsibility in approving and withdrawing a previous 
approval of a voluntary agreement to accomplishing this defense goal with a 
minimum of anticompetitive consequences. The committee’s position, as stated 
by Senator Frear in reporting the bill, is that ‘‘* * * the committee looks to the 
Attorney General to protect the competitive economy of the country, and expects 
that he will not approve any new military agreements, and that he will withdraw 
his approval of outstanding agreements, unless he is satisfied that the defense 
benefits outweigh the adverse effects to the competitive economy.” 

In discussing in your letter the question whether the Attorney General should 
weigh the needs of national defense against the effects on the competitive economy, 
except in connection with the review of agreements outstanding on August 9, 
you refer to my “unique insight into what Congress thought” and the fact that the 
Department of Justice was not present at the Banking and Currency Com- 
mittee’s executive sessions. My position that the Attorney General should weigh 
these factors was not based on any unique insight or private information, but 
rather on the clear and unequivocal statements in the committee report and 
Senator Frear’s remarks in reporting the bill. 

I recognize that, as you point out, a technical legalistic argument can be made 
for the narrow interpretation of the scope of the Attorney General’s responsibili- 
ties set forth in the report of November 9. However, I do not view this narrow 
interpretation as either necessary or desirable. 

I also cannot agree with your statement that the withdrawal of approval by 
Attorney General McGranery of the foreign oil supply agreement and Attorney 
General McGrath’s report of December 7, 1950, are a ‘‘background of compara- 
tively uniform practice’? under which the Attorney General accepts the finding 
of the President’s delegate of the defense need for any particular program, and 
that the Attorney General’s task is only to insure that this defense goal is accom- 
plished with a minimum of anticompetitive consequences. 

In your letter you state: 

“Attorney General McGranery withdrew his approval of this agreement be- 
cause that Iranian crisis which gave it rise had terminated. Accordingly, any 
necessity for the agreement vanished. No weighing of defense needs appears.” 

In the report of November 9 the following statement is made: 

“On January 16, 1953, the then Attorney General withdrew his approval of 
the basic voluntary agreement, over the objection of the Petroleum Administrator 
for Defense and other Government agencies, as he felt its continued operation to 
accomplish the normal objectives of PAD was no longer justified with the passing 
of the Iranian crisis.” 

What the objection of PAD and other Government agencies could have been 
based on, other than a belief that the necessity for the agreement had not vanished, 
as they weighed defense needs, it is difficult to imagine. 

Your quotation from Attorney General McGrath’s report of December 7, 1950, 
is, in my judgment, taken out of context and its meaning reversed. 

Your letter states as follows: 

“Tn like fashion, Attorney General McGrath’s December 7, 1950, DPA Report 
to Congress expressly stated (p. 29) that it was the ‘delegate agency [that] should 
carefully weigh the degree to which competition will be eliminated by the proposed 
program as against the need for such program in the mobilization effort’.’’ 

The implication of your quotation that this ‘““weighing’’ was solely the responsi- 
bility of the delegate agency and not of the Attorney General is shown to be mis- 
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leading when the full quotation from Attorney General McGrath's December 7, 

1950, report is read: 

“Second, in a determination of its finding that a request for the voluntary 
agreement or program is in the public interest as contributing to the national 
defense, the delegate agency should carefully weigh the degree to which compe- 
tition will be eliminated by the proposed program as against the need for such 
program in the mobilization effort. In transmitting the request for voluntary 
action, the delegate agency should make known to the Attorney General and the 
Chairman of the Federal Trade Commission the considerations underlying its 
finding that the program is in the public interest as contributing to the national 
defense in order to assist them in determining the effects of such program on the 
competitive economy.” 

The desirability of a continuing thorough review by the Attorney General of 
activities under these voluntary agreements and programs, in contrast to the 
previous practice by the present Attorney General, is demonstrated clearly by 
the results of your survey of the voluntary agreement relating to foreign petroleum 
supply, which was approved June 1, 1953, after the previous agreement had been 
terminated by Attorney General McGranery. 

On June 20 you testified before this committee that you had received copies of 
the minutes of meetings under the agreement, and that: 

“So far as our examination would disclose, there was nothing in the minutes 
which would be justification for any action on the part of the Attorney General 
to rescind the approval theretofore given’’ (hearings on 8. 2163 and S. 2165, 
June 20, 1955, p. 93). 

Then, apparently as the result of the committee’s calling to your attention on 
June 20, 1955, the fact that the Interior Department representative in charge 
of this program was a WOC on loan from one of the participants in the agreement 
(hearings on S. 2163 and 8S. 2165, p. 95), you instituted an investigation into the 
activities under the agreement (incidentally insisting that the representative be 
replaced at once, i. e., on August 1, 1955). (Hearings before the Antitrust 
Subcommittee of the House Judiciary Committee, part 1, serial No. 12, Aug. 4, 
1955, pp. 545, 546.) Even at that time you appear to have found no serious 
problems in connection with this agreement, and your principal concern seems 
to have been the status of the WOC director. 

But when you were required under the Defense Production Act amendments of 
1955 to make a more thorough survey of what was in fact being done under the 
agreement, the real problems arising under this agreement were brought to your 
attention. You described these as follows in your testimony before the Anti- 
monopoly Subcommittee of the House Judiciary Committee on December 9: 

“The second activity consists of gathering and evaluating information and 
statistics. These presently relate to petroleum forecasts, storage facilities, and 
consumption. From this second activity antitrust questions arise. 

“The problem here stems from the possibility of tacit agreement or overt 
pressure by agreement participants, which include 14 of the principal oil producers, 
to abide by their production estimates. The effort would then be to make 
production estimates, in effect, production quota agreements. 

“This possibility for abuse may be real. For agreement participants include 
5 of the principal defendants and 6 more of the alleged coconspirators in our oil 
cartel suit, and, contrary to our suggested standards, the agreement does not 
provide for a Government chairman.” 

These serious antitrust problems appear to have made it impossible for the 
Attorney General, even after 4 months of careful study, to determine whether 
the adverse effects of the agreement on the competitive free-enterprise system 
outweigh the benefits of the agreement to the national defense. Instead, the 
participants apparently are permitted to continue under the agreement though 
it is not clear what protection they receive. 

- It is, in my judgment, a serious reflection on the supervision over these voluntary 
agreements formerly exercised by the Attorney General and on the diligence with 
which he carried out his statutory duty under section 708 (e) to “‘make * * * sur- 
veys for the purpose of determining any factors which may tend to eliminate compe- 
tition, create or strengthen monopolies, injure small business, or otherwise promote 
undue concentration of economic power,’ that these antitrust problems appar- 
ently had not come to your attention before the review required by the 1955 act. 
It would seem appropriate to refer again to the committee’s report: 

“The Attorney General must be alert to his responsibility under this section; 
otherwise Congress should discontinue the program.” 

Sincerely yours, 
J. W. Futspricut, Chairman. 
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Fesrvuary 9, 1956. 
Hon. J. Wrtu1AM FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

DEAR SENATOR Futsricut: I have your letter dated January 5, 1956. I have 
delayed reply in the hope that I might fully report the Attorney General’s decision 
in regard to the voluntary agreement for foreign petroleum supply. Since complete 
resolution of that matter will take at least 10 more days, I write you now. 

First, you state that— 

“The Attorney ‘teneral’s report of November 9 and your letter of December 15 

take a position different from that of the committee. The Attorney General 
prefers to accept the finding of the President’s delegate of the defense need for a 
voluntary agreement, apparently including the delegate’s finding that the defense 
need outweighs the adverse effects on the competitive free economy, and he 
wishes to confine his responsibility in approving and withdrawing a previous 
approval of a voluntary agreement to accomplishing this defense goal with a 
minimum of anticompetitive consequences.” 
This is not the present position, of the Attorney General. Thus, on page 4 of my 
December 15, 1955, letter, I suggested, “the following procedure seems a way 
for this Department to fully and fairly effectuate the responsibility intended 
under section 708 (c).”” Then, after analyzing the sort of agreements most 
likely to be submitted to this Department for approval, I concluded ‘‘we could 
more readily take the responsibility of weighing defense versus antitrust consider- 
ations.” May I state again that in approving new agreements under Defense 
Production Act, sections 708 (b) and (c), the Attorney General plans to undertake 
the task of weighing defense against antitrust considerations. 

Second, you restate our diverse interpretations of the Attorney General’s past 
practice under these provisions. My views of past practices are fully set forth 
in my December 15, 1955, letter to you. Since we apparently agree on the 
procedure to be followed in the future under the new amendments, I see no 
purpose in renewing that difference in past interpretation here. 

Third, you emphasize “‘the desirability of a continuing thorough review by the 
Attorney General of activities under these voluntary agreements and pro- 
grams * * *.”’ Highlighting our intent to accomplish such review, I send on 
a copy of the Attorney General’s report to Congress, dated February 9, 1956, 
pursuant to Defense Production Act, section 708 (e). Pages 20-26 detail our 
continuing review, the necessity for which you underscore. 

Finally, in response to your comments regarding the voluntary agreement for 
foreign petroleum supply, I call your attention to pages 20-21 of the Attorney 
General’s February 9, 1956, DPA report to Congress. Any difference between 
us regarding this ‘Department’ s prior action or inaction to remedy that agree- 
ment’s potentials for antitrust abuse, to my view, stems from our difference 
regarding the Attorney General’s pre-1955 DPA responsibilities. My view of 
this difference, as I have indicated above, is fully set forth in my December 15, 
1955, letter to you. 

As soon as the Attorney General has completed his review of this agreement, 
I will write you again. 

Sincerely yours, 
SranLey N. BaRNEs, 
Assistant Attorney General. 


FEBRUARY 23, 1956. 
Hon. Sranuey N. BARNEs, 
Assistant Attorney General, 
Department of Justice, Washington 25, D. C. 

Dear Jupce Barnes: Thank you for your letter of February 21, 1956, enclos- 
ing a copy of the Attorney General’s supplementary report of February 20, 1956, 
under section 708 (e) of the Defense Production Act. 

I am glad to see that you have been able to work out amendments to the volun- 
tary agreements relating to foreign petroleum supply and contribution of tanker 
capacity which will, in the Attorney General’s opinion, minimize the anticompeti- 
tive aspects of the agreements without seriously hampering their contribution to 
the national defense. 

A review of the changes which have been made demonstrates clearly, in my 
judgment, that this committee was thoroughly justified in requiring the Attorney 
General to make this review of the voluntary agreements under section 708, and 
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in placing on him the responsibility of weighing the adverse effects of the agree- 
ments on the competitive free-enterprise system as against the benefits to the 
national defense. Evidently the supervision previously given to these agree- 
ments was inadequate, as it had not revealed to the Attorney General the anti- 
competitive effects of the agreements. 

I regret, of course, that these salutary amendments were not made within the 
90 days prescribed by the 1955 amendments to the Defense Production Act (or 
even before the enactment of the DPA amendments). The objections of the 
sponsoring agencies to these amendments, particularly those of the Interior De- 
partment, have apparently resulted in continuance of the undesirable provisions 
much longer than necessary; they show that the sponsoring agencies cannot be 
relied on to prevent adverse effects on the competitive free-enterprise system, or 
to balance and compare those effects and the benefits of an agreement to the 
national defense, but that these responsibilities must be clearly lodged in the 
Attorney General. 

Recognizing that this authority to grant exemptions from the antitrust laws 
is a most exceptional measure, and one which is justified only when clearly re- 
quired by the interest of national defense, the committee relies on the Attorney 

xeneral to keep careful watch over the program, and to advise us when any actions 
under this provision or under the mobilization program take place which adversely 
affect the competitive free-enterprise system. Your quarterly reports under sec- 
tion 708 (e) will be carefully reviewed from this point of view. 
Sincerely yours, 
J. W. Fuvsricut, Chairman. 


C 





